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ECONOMIC REPORT
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ECONOMIC REPORT OF THE PRESIDENT

10 the Congress of the United States:

Economic growth in the United States has been above the historic
average and faster than any other major industrialized economy in the
world. January was the 41st month of uninterrupted job growth produced
by this economy, in an expansion that has thus far added more than
7.4 million new jobs. Unemployment is low, inflation is moderate, and real
wages are rising. Our economy is on the move and we can keep it that way
by continuing to pursue sound economic policy based on free-market
principles.

Sound economic policy begins with low taxes. We should work together
to spend the taxpayers’ money wisely and to tackle unfunded liabilities
inherent in entitlement programs such as Social Security, Medicare, and
Medicaid. I have laid out a detailed plan in my budget to restrain spending,
cut earmarks in half by the end of this session, and balance the budget by
2012 without raising taxes. The tax relief of the past few years has been a
key ingredient in growing our economy, and it should be made permanent.

Our growing economy is dynamic. The rise of new technologies, new
competition, and new markets abroad is changing how we do business. We
need to take action in four key areas to keep America’s economy flexible
and dynamic.

First, we must break down barriers to trade so our workers can sell more
goods and services to the 95 percent of the world’s customers who live
outside of our borders. Global trade talks like the Doha Round at the
World Trade Organization have the potential to level the playing field so
that we can compete on fair terms in foreign markets, while helping lift
millions of people out of poverty around the world.
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The only way we can complete the Doha Round and make headway on
other trade agreements is to extend Trade Promotion Authority, which is set
to expire on July Ist. This authority is essential to completing good trade
agreements. The Congress must renew it if we are to improve our
competitiveness in the global economy.

Second, we must work to make private health insurance more affordable
and to give patients more choices and control over their health care. One of
the most promising ways to do this is by reforming the tax code. We must
end the unfair bias against individuals who buy insurance on their own. I
propose creating a standard deduction for every American who buys health
insurance, whether they get it through their jobs or on their own. In a
changing economy, we need a health care system that is flexible and
consumer-oriented. With this reform, more than 100 million Americans
who are now covered by employer-provided insurance will benefit from
lower tax bills. Those who now purchase health insurance on their own
would save money on their taxes. Millions of others who now have no health
insurance at all would find basic private coverage within their reach. My
proposal also taps the innovation of States in making basic, affordable insur-
ance available to all by creating Affordable Choices grants to help ensure the
poor and the sick have access to private health insurance.

Third, we must continue to diversify our energy supply to benefit our
economy, national security, and environment. In my State of the Union
Message, I set an ambitious goal of reducing gasoline usage in the United
States by 20 percent over the next 10 years. Meeting this goal will require
significant changes in supply and demand, but we should let the market
decide the best mix of technologies and fuels to most efficiently attain it. On
the supply side, I propose a higher and reformed fuel standard that would
include renewable and other alternative fuels. We should also allow environ-
mentally friendly exploration of oil and natural gas. On the demand side, I
propose enhancing Corporate Average Fuel Economy standards for cars and
extending the current rule for light trucks, so that we can reduce the amount
of gasoline that our passenger vehicles consume, and do so in a more
efficient way.
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Fourth, a strong and vibrant education system is vital to maintaining our
Nation’s competitive edge in the world and extending economic opportunity
to every citizen here at home. Five years ago, we rose above partisan differ-
ences to enact the No Child Left Behind Act, preserving local control,
raising standards, holding schools accountable for results, and providing
more choice. This year, we must reauthorize and strengthen this good law
while preserving its core principles.

Strong productivity growth underlies much of the good economic news
from the past few years and the policies discussed above. Productivity
growth helps to increase our standards of living and improve our interna-
tional competitiveness. To maintain this progress, we must pursue a variety
of pro-growth policies, including those contained in the American
Competitiveness Initiative and comprehensive immigration reform.

These and other issues are discussed in the 2007 Annwual Report of the
Council of Economic Advisers. The Council has prepared this Report to put
into broader context the economic issues that underlie my Administration’s
policy decisions. I commend it to you.

THE WHITE HOUSE
FEBRUARY 2007
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LETTER OF TRANSMITTAL

CoOUNCIL OF ECONOMIC ADVISERS

Washington, D.C., February 13, 2007
MR. PRESIDENT:

The Council of Economic Advisers herewith submits its 2007 Annual
Report in accordance with the provisions of the Employment Act of 1946 as
amended by the Full Employment and Balanced Growth Act of 1978.

Sincerely,

Gl P Loy pan

Edward P. Lazear
Chairman

7 -

Katherine Baicker
Member

Matthew J. Slgughter
Member
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Overview

he U.S. economy continues to exhibit robust growth, with a strong labor

market and moderate inflation (see Chapter 1). These accomplishments
are supported by rapid productivity growth that makes our economy one of
the most dynamic and resilient in the world. Productivity growth is a
common thread that ties nearly all positive economic news together and plays
a central role in our international competitiveness.

Much of this Report explores the role of productivity and productivity-
related issues in the continuing expansion of the U.S. economy. Policymakers
face a challenge: productivity growth is important for economic growth and
many of the underlying issues that they are trying to solve, but there is no
single cause of productivity and no single policy to spur its growth (see
Chapter 2). Tax policy can be structured to encourage productivity growth
(see Chapter 3). Entitlement programs, on the other hand, may indirectly
weigh on productivity growth if not reformed (see Chapter 4). Open
commerce and financial markets allow productivity to flourish (see Chapters
7-9). Economists discuss productivity growth using macroeconomic data, but
its result is most importantly seen in increases in individual Americans
standards of living.

Chapter 1: The Year in Review and the Years Ahead

The economic expansion continued for the fifth consecutive year in 2006.
This economic growth comes despite numerous headwinds, and results from
inherent U.S. economic strengths and pro-growth policies. Chapter 1 reviews
the past year and discusses the Administration’s forecast for the years ahead.
The key points are:

* Real GDP posted above-average 3.4 percent growth in 2006. The
composition of growth changed, with more coming from exports and
business structures investment, while residential investment flipped from
contributing to GDP growth in 2005 to subtracting from it in 2006.
Consumer spending remained strong.

* Labor markets continued to strengthen, with the unemployment rate
dropping to 4.6 percent and payroll job growth averaging 187,000 per
month. Real average hourly earnings accelerated to a 1.7 percent increase
during the 12 months of 2006.

* Energy prices rose sharply in the first half of the year, but then declined
just as sharply in the second half.
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Chapter 2: Productivity Growth

Productivity growth rarely makes the headlines, but is important to the
Nation because higher productivity growth improves the outlook for
economic issues such as standards of living, inflation, international competi-
tiveness, and long-run demographic challenges. Chapter 2 reviews the sources
of the recent strength in productivity growth, highlighting the role that
flexible markets and entrepreneurship play in explaining cross-country differ-
ences. It also explains the benefits of productivity growth and discusses how
policymakers can further promote it. The key points are:

* Recent productivity growth has been primarily driven by efficiency
growth (growth in how well labor and capital inputs are used) and by
capital deepening (growth in the amount of capital that workers have
available for use).

* Openness to international trade and investment, and improvements in
the education and training of the U.S. workforce, will continue to be
important to long-run productivity growth.

* Policies that encourage capital accumulation, research and development,
and increases in the quality of our education system can boost produc-
tivity growth.

Chapter 3: Pro-Growth Tax Policy

Chapter 3 discusses the advantages of adopting a more pro-growth tax
system. It reviews recent changes that have reduced tax distortions on capital
investment decisions, and evaluates options to reduce such distortions further.
The key points are:

* The goal of pro-growth tax policy is to reduce tax distortions that
hamper economic growth. Most economists agree that lower taxes on
capital income stimulate greater investment, resulting in greater
economic growth, greater international competitiveness, and higher
standards of living.

* The tax code contains provisions that discourage investment and create
distortions that affect the level, distribution, and financing of capital
investment.

* Estimates from research suggest that removing these tax distortions to
investment decisions could increase real gross domestic product (GDP)
by as much as 8 percent in the long run.

* Since 2001, temporary changes in the tax code have reduced the tax on
investment. These pro-growth policies have stimulated short-run invest-
ment and economic growth. However, the temporary nature of the
provisions eliminates desirable long-run economic stimulus.
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Chapter 4:
The Fiscal Challenges Facing Medicare

Social Security, Medicare, and Medicaid are three entitlement programs in
the United States that provide people with important economic security
against financial risk. However, the projected long-term growth in entitle-
ment spending is unsustainable because of the pressure it puts on future
Federal budgets. It is crucial that reforms to these programs preserve the
protection against financial risk that these programs provide without having
negative effects on economic growth. Chapter 4 focuses on Medicare by
examining the main reasons for its projected financial pressures and by
discussing ways to improve the efficiency of the program and thus slow the
growth of Medicare spending. The key points are:

* Medicare spending is growing quickly, primarily because of the demo-
graphic shift to an older society and the increases in per-beneficiary
medical spending driven largely by new technologies.

* Rewarding providers for supplying higher-quality care and improving
incentives for patients to choose higher-value care can both increase the
efficiency and slow the growth of Medicare spending,.

Chapter 5: Catastrophe Risk Insurance

Insuring economic losses arising from large-scale natural and manmade
catastrophes such as earthquakes, hurricanes, and terrorist attacks poses chal-
lenges for the insurance industry and for Federal and State governments.
Chapter 5 examines the economics of catastrophe risk insurance. The key
points are:

* In insurance markets, as in other markets, prices affect how people weigh
costs and benefits. Artificially low insurance prices can discourage people
from adequately protecting against future losses. For example, subsidized
property insurance prices may stimulate excessive building in high-risk
areas, potentially driving up future government disaster relief spending.

* Government intervention in insurance markets can have unintended
consequences, such as limiting the availability of insurance offered by
private firms.

* Insurers manage catastrophe losses by being selective about which risks
to insure, designing insurance contracts to provide incentives for risk-
reducing behavior, and charging prices that are high enough to enable
them to diversify risk over time or transfer risk to third parties. By
managing and pricing risk more effectively, government insurance
programs can reduce the burden they impose on taxpayers and minimize
negative effects on private insurance markets.
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Chapter 6: The Transportation Sector:
Energy and Infrastructure Use

The transportation sector accounts for the majority of the petroleum consumed
in the United States and—whether plane, train, ship, or automobile—
almost all transportation is powered by petroleum. Understanding the
petroleum market, and the ways in which consumers and firms respond to
changes in world oil prices, is key to understanding the transportation sector.
In addition to petroleum, the transportation sector also relies heavily on
infrastructure. The key points of Chapter 6 are:

* Recent increases in the price of oil and the external costs of oil have led
to renewed interest by markets and governments in the development of
new alternatives. Government can play a role in ensuring that external
costs are taken into account by markets, but ultimately markets are best
suited to decide how to respond.

* Cars and light trucks are the largest users of petroleum. As a result, the
fuel economy of the vehicles purchased and the number of miles that
they are driven have a large effect on oil consumption.

* Congestion is a growing problem in American urban areas. Cities and States
have shown a growing interest in and capacity for setting prices for road use
during peak periods to reduce the full economic costs of congestion.

Chapter 7: Currency Markets

The need for international transactions provides the impetus for a huge,
well-functioning market that facilitates currency conversions and allows
global economic integration and trade to occur smoothly and quickly at low
cost. Both by volume of trade and ease of making transactions, currency
markets today are the world’s deepest, most liquid markets. Currency markets
range from common markets where parties simply exchange one currency for
another to sophisticated markets where parties buy and sell currencies far into
the future. The key points of Chapter 7 are:

* Foreign-exchange markets allow firms to trade goods and services across
borders, and to manage the risks they face from fluctuations in the price
of their domestic currency.

* As with any other good, the exchange value of a currency is determined by
its supply, as well as the demand for the country’s assets, goods, and services.

* Over much of the 20th century, countries tended to favor fixed exchange
rates, but in recent decades there has been a shift toward freely floating
exchange rates.

* Monetary and exchange-rate policies are tightly linked. A nation’s
government must decide between controlling its exchange rate and
controlling its domestic inflation rate.
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Chapter 8: International Trade and Investment

The United States derives substantial benefits from open trade and invest-
ment flows. Over many decades, increased trade and investment liberalization
has been an important catalyst for greater productivity growth and rising
average living standards in the United States. The key points of Chapter 8 are:

* Looking ahead, international trade liberalization in services presents
significant opportunities for U.S. workers, firms, and consumers.

* Foreign direct investment (FDI) flows into the United States benefit the
U.S. economy by stimulating growth, creating jobs, promoting research
and development that spurs innovation, and financing the current
account deficit.

 U.S. direct investment abroad is an important channel of global market
access for U.S. firms. U.S. multinational companies have contributed to
productivity growth, job creation, and rising average living standards in
the United States.

Chapter 9: Immigration

The United States is a nation of immigrants and a nation of laws, and we
value both historical legacies. Immigrants continue to make positive contri-
butions to our Nation and our economy, yet our current immigration laws
have proven difficult to enforce and are not fully serving the needs of the
American economy. The key points of Chapter 9 are:

* International differences in economic opportunities and standards of
living create strong incentives for labor migration. Once established,
migration flows from a certain region tend to be self-perpetuating.

* Foreign-born workers make significant contributions to the American
economy, but not all Americans gain economically from immigration.
Foreign-born workers tend to be concentrated at the low end and the
high end of the educational spectrum relative to native-born workers.

* Immigration policy plays a key role in determining the volume and
composition of the foreign-born workforce. Comprehensive immigra-
tion reform can help ensure an orderly, lawful flow of foreign-born
workers whose presence continues to benefit the American economy.
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CHAPTER 1

The Year in Review and the Years Ahead

he expansion of the U.S economy continued for the fifth consecutive

year in 2006. Economic growth was strong, with real gross domestic
product (GDP) growing at 3.4 percent during the four quarters of 2006. This
strong economic growth comes in the face of numerous headwinds and
resulted from the inherent strengths of the U.S. economy and pro-growth
policies such as tax relief, regulatory restraint, and opening foreign markets to
U.S. goods and services. Growth in the first quarter rebounded from the
effects of the 2005 hurricanes, including a recovery in consumer confidence
and consumer spending, and the rebuilding of oil and natural gas infrastruc-
ture in the Gulf of Mexico. Although growth slowed in the middle two
quarters of the year, the overall pace of real activity was strong in the face of
near-record inflation-adjusted prices of crude oil and a sharp decline in home
construction. On the inflation front, energy prices fell substantially towards
the end of the year, allowing overall consumer price inflation to moderate in
2006; however, price inflation increased for goods and services other than
food and energy. In response to these output and inflation developments, the
Federal Reserve continued raising the federal funds rate through June, and
then held it constant for the rest of the year. The Administration forecast calls
for the economic expansion to continue in 2007, but we must continue to
pursue pro-growth policies such as those designed to keep tax relief in place,
restrain government spending, slow the rate of health care inflation, enhance
national energy security, and expand free and fair trade.

This chapter reviews the economic developments of 2006 and discusses the

Administration’s forecast for the years ahead. The key points of this chapter are:

* Real GDP posted strong 3.4 percent growth in 2006, up from the
3.1 percent 2005 pace. The composition of aggregate demand changed
from preceding years. More growth came from exports and business
structures investment, while residential investment flipped from
contributing to GDP growth in 2005 to subtracting from it in 2000.

* Labor markets continued to strengthen, with the unemployment rate
descending to 4% percent in the fourth quarter , and payroll job growth
averaging 187,000 per month.

* Energy prices, which rose through August and then declined, dominated
the movement of overall inflation in the consumer price index. Core
inflation (which excludes food and energy inflation) moved up from
2.2 percent during the 12 months of 2005 to 2.6 percent in 2006, with
much of this upward trend due to an acceleration in the amount that
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renters pay for apartments and other rental properties and the estimated
rent on owner-occupied housing. Energy prices fell sharply from September
through October, and core inflation fell toward the end of the year.

* Real average hourly earnings accelerated to a 1.7 percent increase during
the 12 months of 2006, reflecting solid labor markets combined with
tamer energy prices.

* The Administrations forecast calls for the economic expansion to
continue in 2007 and beyond, although the pace of expansion is
projected to slow somewhat from the stronger growth of recent years.
The unemployment rate is projected to edge up slightly in 2007, while
remaining below 5 percent. Real GDP growth is projected to continue
at around 3 percent in 2008 and thereafter, while the unemployment
rate is projected to remain stable and below 5 percent.

Developments in 2006
and the Near-Term Outlook

The economy went through a period of rebalancing during 2006, with
faster growth in business structures investment and exports partially offsetting
pronounced declines in homebuilding. At the same time, consumer spending
continued to grow.

Consumer Spending and Saving

Consumer spending sustained its strong growth during the four quarters
of 2006 (rising 3.7 percent in real terms), continuing its 15-year pattern of
rising faster than disposable income. Several factors helped to keep spending
elevated, and as a result, kept saving down (according to the official definition
in the national income and product accounts (NIPA)). These factors included
rising energy costs (through the third quarter), rising wealth, and falling
unemployment rates. As a result, the personal saving rate fell to a negative
1.0 percent for the year as a whole—its lowest annual level during the post-
World War II era. Despite the negative saving rate, Americans continue to
build wealth in the form of capital gains (the rise in asset prices), which are
not included in the definition of saving in the NIPAs. The declining saving
rate continues a long-term trend which began in the 1980s.

Energy Expenditures

World demand for crude oil increased from 79.74 million barrels per day in
2003 to 84.18 million barrels per day during the first three quarters of 2006.
The United States accounted for about one-eighth (0.5 million barrels per day)
of this higher (4.4 million barrel per day) pace of crude oil consumption. Most
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of this increase in world demand was accounted for by non-OECD countries
(up 4.1 million barrels per day). Consumption of the non-U.S. OECD coun-
tries fell 0.2 million barrels per day. In the face of this increase in world oil
demand, the supply available to U.S. consumers was restrained, and consumers
paid higher prices to maintain their consumption.

With the rise in energy prices, nominal energy purchases rose sharply. That
consumers altered their spending patterns only slightly contributed to the fall
in the saving rate. Consumer energy prices increased 29 percent relative to
nonenergy prices (according to the NIPA price indexes) from the fourth
quarter of 2003 to the fourth quarter of 2006, while real consumption of
energy per household fell only slightly, by 2.1 percent. Between 2004 and
2006, consumers appear to have maintained both energy and nonenergy
consumption by reducing their saving. Consumers’ response to persistently
high energy prices is likely to emerge gradually, as consumers economize on
energy consumption and possibly on nonenergy consumption.

Wealth Effects on Consumption and Saving

The rise in household wealth has also played a role in the decline of the
saving rate. During the late 1990s and again during the past 3 years, a strong
rise in household net worth coincided with a sizeable increase in consumer
spending relative to disposable personal income (see Chart 1-1).

Chart 1-1 Consumption and Net Worth (Relative to Disposable Personal Income)
Consumption gains from 2004 to 2006 were partly supported by an increase in net worth (wealth),
with rises in housing and stock market wealth accounting for most of this increase.
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Despite the negative saving rate during 2006, Americans continued to build
wealth because of capital gains. During the four quarters ending in the third
quarter of 2006, the houschold wealth-to-income ratio increased 0.04 years,
to 5.63 years of income. (The units of the wealth-to-income ratio are years
because wealth is measured in dollars while income is measured in dollars per
year. That is, total household wealth in the third quarter of 2006 represents the
equivalent of 5.63 years of accumulated income.) More than half of the
increase during these four quarters was accounted for by an increase in stock
market wealth. Housing wealth (net of mortgage debt) also edged up relative
to income over these four quarters, but by much less than its increases during
the preceding 2 years. By the third quarter of 2006, the overall wealth-to-
income ratio was well above the ratio over most of the past 50 years.

Personal and National Saving

Consumer responses to the rise in energy prices and increases in the wealth-
to-income ratio lowered the personal saving rate to negative 1.0 percent in
2006. The personal saving rate, the rate at which households save, has been
declining since the mid-1980s.

Corporate net saving takes the form of retained earnings which are not paid
out to shareholders. (et saving excludes funds used to replace worn out
capital goods.) Retained earnings add to the wealth of corporate shareholders
and supply funds for new investment. Corporate net saving rose to
3.8 percent of gross domestic income (GDI) during the first three quarters of
2000, its highest level since the 1960s. (GDI is the economy-wide sum of all
sources of income and differs from GDP only by measurement error.) But
even with these high levels of net corporate saving, net private saving (the sum
of personal and corporate saving) was only 3.1 percent of GDI during the first
three quarters of 2006, near its lowest level in the post-war period.

A still broader measure of net saving—rner national saving—is the sum of
government and private (personal plus corporate) net saving. When the
Federal government runs a deficit (spends more than it collects in tax
revenue), Federal saving is negative, as it was in 2006. Because the Federal
deficit declined substantially in 2006, and because corporate saving rose, net
national saving (which was negligible in 2005) rose to 2.0 percent of GDI
during the first three quarters of 20006, its highest level since early 2002. Gross
national saving, which includes funds for replacing worn out capital goods, is
higher than net saving (13.8 percent versus 2.0 percent during the first three
quarters of 2006), but shows similar historical fluctuations.

Projected Consumer Spending

Looking ahead, real consumer spending during the four quarters of 2007 is
expected to grow less than 3 percent, down from an average of 3.5 percent
during the past 3 years. This projected rate is slightly less than the projected
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2007 growth of real disposable personal income (household income less taxes,
adjusted for inflation), and so the saving rate is forecasted to edge up. During
the longer term, real consumption is projected to increase at about the same
pace as real GDP and real income.

Housing Prices

Nationally, housing prices increased less in 2006 than in 2005. An inflation-
adjusted version of the housing price index (the nominal version of which is
compiled by the Office of Federal Housing Enterprise Oversight from new
home sales and appraisals during refinancing) increased at an average annual
rate of 6.4 percent from 2000 to 2005, and then slowed to a 2.6 percent
annual rate of increase in the first three quarters of 2006. (These inflation-
adjusted prices are deflated by the consumer price index.) Looking back, the
cumulative increase in inflation-adjusted housing prices during the 6 years
from 1999 to 2005 is one of the largest on record, exceeded only by the
period immediately following the Second World War. Since 1929, periods of
rising real prices have been linked to increases in the share of the gross
national product allocated to home construction (see Chart 1-2). The
6.4 percent annual rate of increase in the relative price of housing from 2000
to 2005 was associated with an increase in the residential construction share

of GDP from 4.6 percent to 6.2 percent.

Chart 1-2 Residential Investment and House Prices
Real house price increases in 1944-46, 1977-79, and 1999-2005 led to rises in the share of GDP
devoted to residential investment.
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Although relative housing prices (that is relative to the consumer price
index (CPI)) increased in almost all metropolitan areas during the 5 years
from 2000 to 2005, the increases were concentrated in a few high-profile
markets; increases in most areas were only modest. For example, real prices in
Los Angeles increased at a 14.3 percent annual rate, but real price increases in
71 percent of metropolitan areas were less than the 6.4 percent national
average. Most house price changes reflect local conditions (such as local
economic and population growth, tastes, and geographic and zoning limita-
tions on construction). In areas with restricted supply, small changes in
demand may translate into large price changes.

Although house-price increases during these 5 years were concentrated in a
few markets, the decline in mortgage rates from 2000 to 2005 was one
common factor that may have helped raise home prices across the nation.
Because of the drop in mortgage rates, prices could increase 4.4 percent per
year during this period without raising the monthly mortgage payment.

Residential Investment

Every major measure of housing activity dropped sharply during 2006, and
the drop in real residential construction was steeper than anticipated in last
year’s Report. New home sales fell 27 percent from a peak in October 2005
through July 2000, a period when rates on conventional mortgages moved up
about 70 basis points. (A basis point is one one-hundredth of a percentage
point.) Sales then edged up during the 5 months from August through
December, when mortgage rates dipped lower. Builders reacted sharply to the
early-2006 drop in sales so that housing starts, which peaked at an annual rate
of 2.27 million units in the beginning of the year, fell to slightly more than
1.6 million units by the end of the year. The drop in home construction
activity subtracted roughly 0.7 percentage point from the annual rate of real
GDP growth in the second quarter, and 1.2 percentage points in the second
half of the year. Furthermore, even if housing starts level off at their current
pace, normal lags between the beginning and completion of a construction
project imply that residential investment will subtract from GDP growth
during the first half of 2007.

During 2006, employment in residential construction fell, as did production
of construction materials and products associated with new home sales (such
as furniture, large appliances, and carpeting). Yet despite these housing sector
declines, the overall economy continued to expand (see Box 1-1).
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Box 1-1: Indirect Effects of the Housing Sector

Thus far, the sharp drop in homebuilding has had few consequences
for the rest of the economy. Employment fell in sectors related to new
home construction and housing sales. Despite these repercussions,
overall payroll employment continued to increase, the unemployment
rate continued to fall, and real consumer spending continued to move
upward through the end of 2006.

Although residential investment fell sharply, real GDP growth during
2006 was sustained by increases in other forms of investment. As can
be seen in the chart below, private nominal nonresidential construction
(that is, business construction of office buildings, shopping centers,
factories, and other business structures) grew rapidly in the first three
quarters of the year and moved up a bit further in the fourth quarter.
Nonresidential construction draws from some of the same resources
(such as construction labor and materials) as the residential construc-
tion sector. The high level of residential investment during the past
couple of years may have limited the growth of investment in nonresi-
dential structures. While the case for housing crowding out other
sectors is strongest for nonresidential investment, residential invest-
ment competes with all other sectors of production in credit and labor
markets. A drop in the share of the economy engaged in housing could
provide some room for other sectors to grow.

Private Construction

Although residential construction has fallen sharply from its peak, nonresidential investment continues to
grow and absorb some of the resources formerly used in the residential sector.
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Box 1-1 — continued

The housing market could also affect the rest of the economy
through the wealth channel. That is, declines in housing prices could
reduce household net worth and thereby reduce consumption. The
increase in housing prices during 2000-2005 contributed noticeably to
the gain in the ratio of household wealth to income (shown earlier in
chart 1-1) and supported growth in consumer spending. Some of this
support may have been facilitated by homeowners taking out larger
mortgages after their homes appreciated in value. In contrast, housing
wealth decelerated in the second and third quarters of 2006, while the
stock market accounted for most of the gain in the wealth-to-income
ratio. Thus far, national measures of housing prices have not declined,
and negative effects through the wealth channel have not occurred.

In addition to incomes and mortgage rates, the number of homes built is
underpinned by demographics. Homebuilding during 2004 and 2005 aver-
aged about 2.0 million units per year, in excess of the roughly
1.8-to-1.9-million unit annual pace of starts that is consistent with the pace
of household formation implied by demographic models. As a result, the pace
of homebuilding will tend to be drawn below this level for long enough so
that the above-trend production of 2004 and 2005 will be offset by below-
trend production. The construction of new homes has fallen rapidly, however,
and this offset may well be complete sometime during 2007. Looking further
ahead, the residential sector is not expected to make noticeable positive
contributions to real GDP growth until 2008 and beyond.

Business Fixed Investment

During 20006, real business investment in equipment and software grew
5 percent, slower than the 7 percent average pace during the 3 previous years.
Its fastest-growing components included computers, as well as machinery
in the agricultural and service sectors. Investment in mining and oil field
machinery was also strong, likely in response to elevated crude oil prices, and
to the need to replace Gulf of Mexico facilities damaged by the 2005 hurri-
canes. Investment in heavy trucks has been solid throughout 2006 as trucking
firms have been buying in advance of new environmental regulations (on
particulate matter emissions issued in 2000 that became effective in 2007),
which will raise heavy truck prices in 2007. Aircraft investment, however,
declined sharply for the second consecutive year. Software investment posted
a strong 7.9 percent gain in 20006, but since 2000, it has grown at only a 3.7
percent annual rate, a noticeable deceleration from the roughly 16 percent
annual rate of growth during the 1990s.
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The turnaround in investment in business structures (that is, nonresidential
construction) during 2006 has been dramatic, with growth at 12 percent, up
from an anemic 2 percent gain during 2005. Growth in 2006 was strongest
for office buildings, multi-merchandise centers, lodging facilities, and recre-
ational structures. Investment in petroleum and natural gas structures also
grew rapidly, reflecting high petroleum and natural gas prices and the recon-
struction of the Gulf of Mexico capacity. Investment continued to fall,
however, in air transportation structures and medical buildings.

Business investment growth is projected to remain strong in 2007, somewhere
in the neighborhood of the 9 percent annual rate of growth during the first
three quarters of 2006. Continued growth in output combined with a tight
labor market are expected to maintain strong demand for new capital equip-
ment at the same time as corporations are flush with funds for these
investments. The financial environment for these investments is favorable.
Cash flow (the internally generated funds that are available for corporate
investment) was at a record 10.3 percent average share of GDP in the first
three quarters of 2006, while nonresidential investment (at 10.5 percent of
GDP) was close to its historical average. In the longer run, business invest-
ment is projected to grow only slightly above the growth rate of real GDP.

Business Inventories

Inventory investment was fairly steady during 2006, and had only a minor
influence on quarter-to-quarter fluctuations. Real nonfarm inventories grew
at an average $44 billion annual pace during 2006, a 3.0 percent rate of
growth that is roughly in line with the pace of real GDP growth over the same
period. Coming off a long-term decline, the inventory-to-sales ratio for
manufacturing and trade (in current dollars) remained relatively flat during
the first half of the year, but began to pick up in August.

Inventory investment is projected to be approximately stable during the
next several years, as is generally the case for periods of stable growth. The
overall inventory-to-sales ratio is expected to continue trending lower.

Government Purchases

Real Federal consumption and gross investment grew 2.4 percent during
2006. This was the third consecutive year of growth at roughly 2 percent.
Defense spending accounted for all of the increase during the four-quarter
period, while nondefense purchases fell. The quarterly pattern of these Federal
purchases has been volatile with sizeable increases in the first and fourth quar-
ters of the year. Most of the first-quarter surge was in defense components.

Federal outlays (which include purchases, investment, and transfers such as
Social Security) were boosted by a $111 billion appropriation in fiscal year
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(FY) 2006 for reconstruction and relief efforts arising from the 2005
hurricanes. In addition, the supplemental defense spending package for on-
going operations in Afghanistan and Iraq was $70 billion for FY 2006 and
was passed in mid-June. An additional $70 billion emergency funding was
provided in the regular defense appropriation act passed at the end of
September 2006. Another supplemental appropriation for defense is likely for
FY 2007.

Nominal Federal revenues grew 15 percent in FY 2005 and 12 percent in
FY 2006. These rapid growth rates exceeded growth in outlays and GDP as a
whole, and the U.S. fiscal deficit as a share of GDP shrank from 3.6 percent
in FY 2004 to 2.6 percent in FY 2005 to 1.9 percent in FY 2006.

State and local government purchases rose 3 percent during 2006, up
noticeably from rates below 1 percent during each of the 3 previous years. In
the wake of the 2001 recession, this sector fell sharply into deficit in 2002.
Revenues began to recover in 2003, and by the first half of 2006 the sector
was out of deficit, allowing for an increase in state and local consumption and
investment. This pattern of delayed response to downturns resembles the past
several business-cycle recoveries.

Exports and Imports

Real exports of goods and services grew 9.2 percent during 2006, up from
the 6.7 percent export growth over the four quarters of 2005. This accelera-
tion reflects rapid growth among our trading partners. Real GDP among our
OECD trading partners grew 2.9 percent during the four quarters of 2005,
and is estimated to have grown at the same pace in 2006. In addition, the
economies of some of our major non-OECD trading partners such as China,
Singapore, and India are growing at rates of 7 to 10 percent per year, although
these countries comprise only about 7 percent of our exports.

The fastest growth in U.S. goods and services exports was to India, but
exports to China, Africa, and Latin America also grew rapidly. Despite the
rapid export growth to these emerging economies, the European Union (EU)
remains the major export destination, consuming nearly 25 percent of our
exports. Within the EU, Great Britain’s imports of American goods and serv-
ices grew at a notable 18 percent annual rate during the first three quarters
of 2006.

Real imports grew 3.1 percent in 2006, a slower pace than the 5.2 percent
increase over the four quarters of 2005. Petroleum imports, which grew
strongly in the fourth quarter of 2005 to replace production losses after
the hurricanes, declined 10 percent during the four quarters of 2006. Real
imports of nonpetroleum goods grew 5.3 percent over the same period, down
slightly from the year-earlier pace.
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The current account deficit (the excess of imports and income flows to
foreigners over exports and foreign income of Americans) jumped to 7.0 percent
of GDP in the fourth quarter of 2005, partly due to petroleum imports that
replaced lost Gulf of Mexico production. The current account deficit then
retraced some of its earlier increase in the first three quarters of 2006, when
oil imports declined. It appears to have fallen further in the fourth quarter,
reflecting the drop in prices of imported crude oil. Current account deficits
mean that domestic investment continues to exceed domestic saving, with
foreigners financing the gap between the two.

Employment

Nonfarm payroll employment increased 2.2 million during the 12 months
of 2006, an average pace of about 187,000 jobs per month. The unemploy-
ment rate declined by 0.4 percentage point during the 12 months of the year
to 4.5 percent. The average unemployment rate in 2006 (4.6 percent) was
below the averages of the 1970s, the 1980s, and the 1990s.

Job gains were spread broadly across major sectors in 2006, with the natural
resource and mining sector (which includes oil and natural gas extraction)
experiencing the fastest growth rate (8.1 percent), likely due to increased
demand for energy products. The service-providing sector accounted for
95 percent of job growth during the 12 months of 20006, a slightly larger
contribution than would be suggested by its 83-percent share of overall
employment. Within the service-providing sector, 24 percent of job growth
was in professional and business service jobs. As noted, the service-providing
sector accounted for almost all of the 2006 job gains. The goods-producing
sector accounted for the remaining 5 percent of the gains (notably weaker than
its 17-percent share of overall employment), a continuation of the long-term
trend under which the goods-producing share of total employment has fallen
in each of the past five decades. Within the goods-producing sector, employ-
ment growth during 2006 was concentrated in mining and construction, while
manufacturing employment decreased for the ninth consecutive year.

Jobless rates fell among most major demographic segments of the population
during the 12 months of 2006. The unemployment rate dropped for each of the
four educational-attainment groups (less than high school, high school, some
college, and college graduates). For the second consecutive year, the drop in the
unemployment rate was most pronounced among those without a high school
degree. After falling 0.8 percentage point during 2005 (when the overall rate fell
0.5 percentage point), the jobless rate in this group fell another 0.7 percentage
point during the 12 months of 2006 (when the overall unemployment rate fell
0.4 percentage point). By race and ethnicity, the unemployment rate fell the
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most during 2006 among Asians, Hispanics and blacks (1.4, 1.1 and 0.9
percentage points), in contrast to 0.2 percentage point for whites. By age, the
jobless rate fell most among workers 25 to 34 years old. By sex, the jobless rate
fell more among adult women than adult men.

Furthermore, the median duration of unemployment, an indicator that
typically follows the business cycle with a substantial lag, declined from its
December 2005 level of 8.5 weeks to a December 2006 level of 7.3 weeks,
close to its historical average. The number of long-term unemployed (those
out of work for more than 26 weeks) fell by 263,000 during the year.

The Administration projects that employment will increase at a pace of
129,000 jobs per month on average during the four quarters of 2007. In the
long run the pace of employment growth will slow, reflecting the aging of the
population and the diminishing rates of labor force growth. The Administration
also projects the unemployment rate will average 4.6 percent over 2007, before
edging up to 4.8 percent in 2008 and beyond.

Productivity

Labor productivity growth usually increases during the early stage of a
business-cycle recovery but then falls somewhat as the cycle matures. Early in
this most recent expansion, productivity grew at a remarkable 3.9 percent
annual rate for the years 2002 and 2003 and then slowed to a 2.6 percent
annual rate for the years 2004 and 2005. Overall productivity has grown at a
vigorous 3.1 percent annual rate from the business-cycle peak in the first
quarter of 2001 until the third quarter of 2006.

Although 1995 has been regarded as a watershed year for productivity
because of the acceleration of productivity from a 1.5 percent to a 2.4 percent
annual rate of growth, the further acceleration to a 3.1 percent annual rate of
growth during 2001 to 2006 is striking, especially given a flat or diminished
contribution from capital deepening (the increase in capital services per hour
worked). (The time periods referred to are those shown in Table 1-2 later in this
chapter.) The 1995-2001 acceleration may be plausibly accounted for by a
pickup in capital deepening and by increases in organizational capital, the
investments businesses make to reorganize and restructure themselves, in this
instance in response to newly installed information technology. In contrast,
capital deepening does not explain any of the post-2001 increase in productivity
growth. The post-2001 acceleration in productivity therefore appears to be
accounted for by factors that are more difficult to measure than the quantity of
capital, such as continuing improvements in technology and business practices.
(See Chapter 2, Productivity Growth for an extended discussion of this.)
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Rather than assuming that the recent remarkable pace of productivity
growth will continue, the Administration believes it is prudent to build a
budget based on a forecast somewhat lower that the 3.1-percent pace of
productivity growth since 2001. Productivity growth is projected to average
2.6 percent per year during the G-year span of the budget projection—
roughly equal to the average annual pace during the past decade.

Prices and Wages

As measured by the consumer price index (CPI), overall inflation fell from
3.4 percent during the 12 months of 2005 to 2.5 percent during 2006
(Chart 1-3). The drop in overall CPI inflation was almost entirely due to the
deceleration of energy prices from a 17.1-percent increase in 2005 to a 2.9-
percent increase in 2006. Food prices increased 2.1 percent during 20006,
similar to the pace of the previous year. Core CPI prices (that is, excluding
food and energy) increased 2.6 percent during 2006, up from a 2.2-percent
increase a year earlier.

Chart 1-3 Consumer Price Inflation

Core CPI inflation moved up during the first 9 months of 2006, but then edged down. Energy inflation
added to overall inflation through August, and pulled it down through November.
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After rising sharply during 2004 and 2005, prices of petroleum products
slowed to a 6.1 percent increase during the 12 months of 2006, as the sharp
rise through August was reversed later in the year. Prices of natural gas, which
had risen sharply during 2005, fell 14 percent during 2006. As of mid-
January 2007, prices in futures markets suggested that crude oil prices will rise
modestly during 2007, while natural gas prices will increase substantially.

The 0.4 percentage point acceleration of core CPI prices was accounted for
primarily by rent of shelter (which consists primarily of rent paid by renters
and by the rent on owner-occupied dwellings), which accelerated to a
4.3 percent rate of increase during the 12 months of 2006 from 2.7 percent
in 2005. Some of the acceleration in core CPI prices may also have been a
delayed reaction to the rapid increase in energy prices from mid-2003 to mid-
20006, as the higher energy prices were absorbed into the prices of every service
and commodity that requires inputs of energy or transportation. Econometric
estimates (although imprecise) suggest that perhaps a quarter of a percentage
point of the increases in the core CPI during the past year may be attribut-
able to the past increases of these energy inputs. The Administration projects
that the CPI will increase at a 2.6 percent annual rate during 2007 and 2008,
about the same as the 2006 pace of the core CPI.

Hourly compensation (which is about 61 percent of nonfarm business
output) has increased a bit faster in 2006 than in 2005. Nominal hourly
compensation for workers in private industry increased 3.2 percent in 20006,
up from 2.9 percent during the 12 months of 2005 according to the
Employment Cost Index (ECI). All of this increase was from growth in wages
and salaries (3.2 percent in 2006 versus 2.5 percent during 2005) while
hourly benefits grew more slowly (3.1 percent versus 4.0 percent).

Another measure of hourly compensation published by the Department of
Labor and derived from the National Income and Product Accounts has
increased somewhat faster (at 4.3 percent) than the 3 percent increase in the
ECI during the four quarters through the third quarter of 2006.

Unit labor costs have put little—if any—upward pressure on inflation thus far,
and it appears unlikely that they will over the next year. Unit labor costs have
increased at the same pace as the GDP price index, a 2.9 percent rate during the
four quarters through the third quarter of 2006. The Administration expects the
growth rate of hourly compensation to increase during 2007, as this nation’s
rapid productivity gains are shared by workers. But even with this acceleration in
compensation, the expected strong pace of productivity growth will likely keep
unit labor costs from putting upward pressure on inflation during 2007.

Moderate growth of hourly compensation and solid growth of productivity
together with strong aggregate demand has driven the profit share of gross
domestic income to its highest level since 1966.

Non-supervisory production-worker wages (which cover 82 percent of the
private workforce) increased 4.2 percent (in nominal terms) during the
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12 months through December 2006—an acceleration of 1.1 percentage points
from the pace a year earlier. Real hourly wages of production workers increased
1.7 percent, a 2.1-percentage point acceleration from the pace a year earlier.
The acceleration in real earnings reflects both the 1.1-percentage point increase
in nominal wages and a 1 percentage point deceleration in consumer prices.

Among the many available measures of inflation, the Administration fore-
cast focuses on two: the CPI and the price index for the GDP. The CPI
measures prices for a fixed basket of consumer goods and services. It is widely
reported in the press, and is used to index Social Security, the individual
income tax, Federal pensions, and many private-sector contracts. The GDP
price index covers prices of goods and services produced in the United States
including consumption, investment, and government purchases. In contrast
to the CPI, its weights are not fixed but move to reflect changes in spending
patterns. Of the two indexes, the CPI tends to increase more rapidly in part
because it measures a fixed basket of goods; the GDP price index increases less
rapidly because it allows for households and businesses to shift their purchases
away from items with increasing relative prices and toward items with
decreasing relative prices. Among the differences, the GDP price index
(which includes investment goods) places a larger weight on computers,
which tend to decline in price (on a quality-adjusted basis). In contrast, the
CPI places a much larger weight on rent and energy.

The “wedge,” or difference between the CPI and the GDP measures of
inflation, has implications for Federal budget projections. A larger wedge
(with the CPI rising faster than the GDP price index) raises the Federal
budget deficit because Social Security and Federal pensions rise with the CPI,
while Federal revenue tends to increase with the GDP price index. For a given
level of nominal income, increases in the CPI also cut Federal revenue because
they raise the brackets at which higher income tax rates apply and affect other
inflation-indexed features of the tax code.

During the 25 years from 1981 to 2005, the wedge between inflation in the
CPI-U-RS (a historical CPI series designed to be consistent with current CPI
methods) and the rate of change in the GDP price index averaged 0.32
percent per year. The wedge was particularly high during 2005 when the CPI
increased 0.6 percentage point faster than the GDP price index. The wedge
during 2005 reflected the 35 percent increase in crude oil prices, which have
a larger weight in consumer prices (via their effect on refined-petroleum prod-
ucts) than in GDP as a whole. Because domestic production accounts for only
about 35 percent of U.S. oil consumption, the weight of oil prices in GDP is
roughly one-third of its weight in consumption. This effect unwound during
the fourth quarter of 2006 when oil prices declined, causing the wedge to
fall to -0.6 percentage point during the four quarters of 2006. From 2008
forward, the wedge is projected to average 0.3 percentage point.
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Financial Markets

The Wilshire 5000 (a broad stock market index) increased 13.9 percent
during 2006, while the Standard and Poor 500 (an index of the 500 largest
corporations) increased 13.6 percent. This was the fourth consecutive year of
stock market gains following 3 years of declines. The market has now recov-
ered most of its losses since the March 2000 peak, at least in nominal terms.

Despite increases in short-term rates, yields on 10-year notes remained low,
increasing only 9 basis points during the 12 months of 2006. The low level of
long-term interest rates was due in part to low and stable long-run inflation
expectations.

The Administration forecast of short term interest rates is roughly based
on financial market data as well as a survey of economic forecasters. As of
November 13, 2006, the date that the economic forecast was finalized,
trading in financial futures suggested that market participants expected short-
term rates to fall over the next several years, and the Administration’s interest
rate projections reflect those views. The Administration projects the rate on
91-day Treasury bills (5.1 percent on November 13 ) to remain flat in 2007
before edging down in 2008 and 2009. The short-term rate is projected to fall
to 4.1 percent by 2012. At that level, the real rate on 91-day Treasury bills
would be close to its historical average.

The yield on 10-year Treasury notes on November 13 was 4.61 percent,
48 basis points below the discount rate on the 91-day Treasury bills—a
noticeable reversal of the usual pattern which shows higher rates for long-term
yields. The Administration expects the 10-year rate to increase above the
91-day rate during 2007, eventually reaching a more normal spread of about
1.2 percentage points by 2010. An increase of a similar magnitude appears to
be expected by market participants (as evidenced by higher rates on 20- and
30-year Treasury notes than on notes with 10-year maturities). As a result,
yields on 10-year notes are expected to increase somewhat further, reaching a
plateau at 5.3 percent from 2010 onward.

The Long-Term Outlook Through 2012

Coming off a fifth year of expansion, the U.S. economy is settling into a
period of steady growth. Having reached a high level of resource utilization
by year-end 2006, growth is likely to slow in 2007 and then will expand
through 2012 at around 3.0 percent. Inflation will remain low and is expected
to edge a bit lower, and the labor market will remain firm (Table 1-1). The
forecast is based on conservative economic assumptions that are close to
the consensus of professional forecasters. These assumptions provide a sound
basis for the Administration’s budget projections.
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TABLE 1-1.— Administration Forecast’

Nonfarm
payroll
Interest | Interest
GDP price |Consumer || Unemploy-| rate, rate, Nonfarm | employ-
. Real GDP |~ . payroll ment
Year Nominal (chain- index price ment 91-day | 10-year employ- | (average
GDP (chain- index rate Treasury | Treasury ploy 8
type) i ment monthly
type) (CPI-U) || (percent) | bills notes (millions) | change
(percent) | (percent) Q-to-Q
thousands)®
Percent change, Q4-to-Q4 Level, calendar year
2005 (actual).... 6.4 3.1 3.1 3.7 5.1 3.1 43 1335 160
5.9 3.1 2.7 2.3 4.6 4.7 48 1353 151
5.5 2.9 2.5 2.6 4.6 4.7 5.0 137.0 129
5.5 3.1 2.3 2.6 438 4.6 5.1 138.6 139
53 3.1 2.2 2.5 438 44 5.2 140.2 126
5.2 3.0 2.1 2.4 438 4.2 53 1415 113
5.0 3.0 2.0 2.3 43 4.1 53 143.0 118
5.0 2.9 2.0 2.3 438 41 53 1443 107

'Based on data available as of November 13, 2006.
“Discount basis.

*|f the effect of the BLS benchmark adjustment were included, monthly job growth would average 202 and 191
thousand in 2005 and 2006 respectively. The level of payroll employment would be 133.7 and 136.2 million in these 2 years.

Sources: Council of Economic Advisers, Department of Commerce (Bureau of Economic Analysis and Economics and
Statistics Administration), Department of Labor (Bureau of Labor Statistics), Department of the Treasury, and Office of
Management and Budget.

Growth in GDP over the Long Term

The Administration projects that, following a slight pickup of growth from
2007 to 2008, real GDP will increase at a slowly diminishing rate from 2008
through 2012. Indeed, real GDP is projected to decelerate from a 3.1 percent
rate of growth during the four quarters of 2008 to 2.9 percent by 2012. The
average growth rate during this interval is roughly in line with the consensus
of private forecasters for those years. After 2007, the year-by-year pace is close
to the estimated growth rate of potential real GDP, a measure of the rate of
growth of productive capacity. (An economy is said to be growing at its poten-
tial rate when all of its resources are utilized and inflation is stable. The
supply-side components of potential GDP growth are presented in Table 1-2
and are discussed below). The unemployment rate is projected to edge up in
2007 (from its 4.5 percent level in the fourth quarter of 2006) and to plateau
at 4.8 percent in 2008. As discussed below, potential GDP growth is expected
to slow in the near term as productivity growth reverts toward its long-run
trend (about 2.6 percent per year), and to slow further during the 2007-to-
2011 period as labor force growth declines due to the retirement of the
baby-boom generation.

The growth rate of the economy over the long run is determined by its
supply-side components, which include population, labor force participation,
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the ratio of nonfarm business employment to household employment, the
length of the workweek, and labor productivity. The Administration’s forecast
for the contribution of the growth rates of different supply-side factors to real
GDP growth is shown in Table 1-2.

TABLE 1-2.— Supply-Side Components of Real GDP Growth, 1953-2012

[Average annual percent change]

1953 02 | 1973 Q4 | 1995 Q2 | 2001 Q1 | 2006 Q3

Item to to to to to
1973 Q4 (1995 Q2 {2001 Q12006 Q3 | 2012 Q4
1) Civilian noninstitutional population aged 16+ 1.6 1.4 1.2 1.2 1.0
2) Plus:  Civilian labor force participation rate 0.2 0.4 0.1 -0.3 -0.2
3) Equals: Civilian labor force® 1.8 1.8 1.4 1.0 0.8
4) Plus:  Civilian employment rate -0.1 0.0 0.3 -0.1 0.0

5) Equals: Civilian employment? 1.7 1.8 1.7 0.9 0.8
6) Plus:  Nonfarm business employment a

a share of civilian employment?® ........c..cooovervierrnrrenen. -0.1 0.1 0.4 -0.7 0.1

1.6 1.9 2.0 0.2 0.8

7) Equals: Nonfarm business employment .
-0.3 -0.3 -0.1 -0.2 0.0

8) Plus:  Average weekly hours (nonfarm business)

9) Equals: Hours of all persons (nonfarm business) 1.3 1.6 1.9 0.0 0.8
10) Plus:  Output per hour (productivity, nonfarm busine 2.5 1.5 2.4 3.1 2.6
11) Equals: Nonfarm business output 3.8 3.1 43 3.0 34
12) Plus:  Ratio of real GDP to nonfarm business output* -0.2 -0.2 -0.5 -0.3 -04
13) Equals: Real GDP...........ccouivrrineieeiseieiesseseeesisses s 3.6 2.8 3.8 2.1 3.0

'Adjusted by CEA to smooth discontinuities in the population series since 1990.
?BLS research series adjusted to smooth irregularities in the population series since 1990.
*Line 6 translates the civilian employment growth rate into the nonfarm business employment growth rate.

“Line 12 translates nonfarm business output back into output for all sectors (GDP), which includes the output of farms
and general government.

Note: 1953 Q2, 1973 Q4, and 2001 Q1 are NBER business-cycle peaks. Detail may not add to total because of rounding.

Sources: Council of Economic Advisers, Department of Commerce (Bureau of Economic Analysis), and Department of
Labor (Bureau of Labor Statistics).

As can be seen in the fourth column of the table, the mix of supply-side
factors determining real GDP growth has been unusual since the business-
cycle peak at the beginning of 2001. The high rate of productivity growth
(3.1 percent at an annual rate, shown in line 10) has been partially offset by
the decline in the participation rate (line 2) and the workweek (line 8). Also
notable is the large and puzzling decline in the ratio of nonfarm business
employment to household employment (line 6). This unusual decline reflects
the slow growth of employment as measured by the payroll survey (which asks
employers to report the number of jobs) relative to the more rapid growth of
employment as measured by the household survey (which estimates the
number of employed persons through a sample of households). This disparity
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has been reduced somewhat by the just-issued benchmark revision to payroll
employment, but has yet to be satisfactorily explained.

The participation rate fell, on net, from 2001 to 2006 (although it ticked
up in 20006), and is projected to trend lower through 2012. The recent
behavior stands in contrast to the long period of increase from 1960 through
1996. Looking ahead, the participation rate is projected to decline, reflecting
the aging of the baby-boom cohorts, leading to more retirements and a likely
increase in the share of people on disability pensions (see Box 1-2).

Box 1-2: Long-Term Prospects for Labor Force Participation

The overall rate of labor force participation is projected to decline as
the baby-boom cohorts advance into age brackets with much lower
participation rates. Participation in the labor force (by working or by
looking for a job) declines as people age through their 50s and 60s, as
can be seen in the following chart.

Labor Force Participation Rates By Age

This age-participation profile follows the same birth cohorts as they get older. Participation rates for men
and women edge down during their 50's and fall sharply during their 60's.
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Source: Department of Labor (Bureau of Labor Statistics) with interpolations by Council of Economic Advisers.

This chart shows the estimated average lifetime age-participation
profile for the 13 cohorts born from 1928 to 1940. Men'’s participation is
high (exceeding 90 percent) from age 24 through age 50, but then
declines thereafter, dropping to 83 percent by age 55 and 36 percent by
age 65. The rate of labor force exit is particularly rapid around 62, the

continued on the next page
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Box 1-2 — continued

age at which one becomes eligible for early Social Security retirement
benefits. In fact, about 40 percent of those eligible elect to begin
collecting Social Security annuities at age 62, although this does not
necessarily mean that they exit the workforce.

The difference between the age-participation profile of this 1946
cohort (the dotted lines) and those of its elders illustrates how partici-
pation rates have evolved over time. Female participation rates have
moved sharply upward—in a roughly parallel shift. In contrast, male
participation rates have changed little over time, moving down only
slightly.

The current age distribution of the U.S. population is shown by the
bars in the following chart, and the black line shows an estimate of the
age distribution of the population in 2012. The large baby-boom cohorts
(who were born between 1946 and 1964) are now 42 to 60 years old,
and their aging will shift a sizeable fraction of the population into age
brackets with lower participation rates, thus decreasing the share of the
population in the high-participation ages.

U.S. Population By Age

Because of the aging of the baby-boom generation, the U.S. population in 2012 will have many more
people of ages 55-65, and fewer of ages 35-45.
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Note: October 2006 estimates from Census Bureau. The 2012 population is projected using growth factors from
Census Bureau's 2004 Interim Projections applied to 2006 population estimates.
Sources: Department of Commerce (Census Bureau) and Council of Economic Advisers,

42 | Economic Report of the President



An extrapolation that moves the participation rate of each cohort
along a path that parallels the 1928-1940 reference cohort and projects
how the aging of the population translates into participation rates
suggests an average participation rate decline of roughly 0.3 percent
per year. A decline of this magnitude would alter a wide range of labor-
market behaviors. In response to the emerging shortage of experienced
workers, real wages are likely to increase and workweeks are likely to
lengthen. Labor productivity is likely to increase as employers invest in
labor-saving capital. And more immigrants may enter the U.S. labor
force. The largest effect of the baby-boom retirements, however, is
likely to be an endogenous effect on the labor force participation rate
itself as developments in pay and pension arrangements evolve to
induce higher participation rates among experienced workers than our
extrapolation would suggest.

The Composition of Income over the Long Term

The Administration’s economic forecast is used to estimate future govern-
ment revenues, a purpose that requires a projection of the components of
taxable income. The income-side projection is based on the historical stability
of labor compensation as a share of gross domestic income (GDI). During the
first half of 2006, the labor compensation share of GDI was 56.7 percent
(according to the preliminary data available when the projection was finalized),
slightly below its 1963-2005 average of 58.1 percent. From this jump-off
point, the labor share is projected to slowly rise to 57.8 percent by 2012.

The labor compensation share of GDI consists of wages and salaries (which
are taxable), non-wage compensation (employer contributions to employee
pension and insurance funds—which are not taxable), and employer contribu-
tions for social insurance (which are not taxable). The Administration forecasts
that the wage and salary share of compensation will be approximately flat
between 2007 and 2012. Employer contributions to defined-benefit pension
plans rose by almost 1 percentage point of total compensation between 2001
and 2002, boosting the growth of non-wage compensation. Contributions
leveled off and then edged lower in subsequent years.

The capital share of GDI is expected to edge down from its currently high
level before eventually reaching its historical average in 2012. Within the
capital share, private depreciation is expected to increase (as a result of the
strong growth of investment during the past 3 years). Profits during the first
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three quarters of 2006 were about 12.2 percent of GDI, well above their post-
1959 average of roughly 9 percent. Book profits (also known in the national
income accounts as profits before tax) are expected to decline as a share of GDI.

The GDI share of other taxable income (rent, dividends, proprietors’
income, and personal interest income) is projected to edge up slightly over the
next 2 years.

Conclusion

With the rapid-growth period of the expansion fading into the past, the
economy is currently going through a period of rebalancing, where higher
growth of nonresidential investment and exports are offsetting the lower rates
of housing investment. The economy is projected to settle into a steady state
in which real GDP grows at about 3 percent per year, the unemployment rate
creeps up towards a noninflationary level (of 4.8 percent) and inflation
remains moderate and stable (about 2.2 to 2.6 percent on the CPI).
Consumer spending is projected to grow in line with disposable income, and
business investment and exports are projected to grow a bit faster than GDP
as a whole. Economic forecasts are subject to error, and unforeseen positive
and negative developments will affect the course of the economy over the next
several years. Given the economy’s fundamental strengths, however, prospects
for continued growth in the years ahead remain good. Nonetheless, much
work remains in making our economy as productive as possible. Later chap-
ters of this Report explore how pro-growth policies such as tax reform, fiscal
restraint, open commerce, and enhancing our energy security can enhance
our economic performance.
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CHAPTER 2

Productivity Growth

News about economic issues focuses on topics such as inflation,
international competitiveness, standards of living, and long-run demo-
graphic challenges. Productivity growth rarely makes the headlines. Why is
productivity growth important to the nation? Because higher productivity
growth improves the outlook for all of these issues. It helps keep inflation in
check, makes it easier for American businesses and workers to compete, raises
standards of living, and reduces the difficulty of meeting long-run
demographic challenges by increasing the total amount of resources available.

Opver the past 10 years, gross domestic product (GDP) per capita has grown
faster in the United States than in almost every other advanced industrialized
country. The United States owes its recent strong per capita growth in large
part to strong labor productivity growth. A continuation of this productivity
growth is essential to increasing real wages and maintaining the high standard
of living in the United States.

To remain competitive, U.S. businesses must hold costs down by getting
the most out of the inputs they use—that is, they must increase labor produc-
tivity. Similarly, for U.S. workers to earn higher wages than workers in other
countries while competing in a global economy, U.S. labor productivity must
exceed that of lower-wage countries.

Labor productivity growth also holds the key to dealing with the economic
and fiscal challenges of a rapidly aging population. The total amount of goods
and services produced in a country, measured by GDP, can grow only if
productivity or hours of work increase. As the baby boomers (those born
between 1946 and 1964) reach retirement, growth in total hours of work
across the U.S. economy will slow, and the United States will have to depend
increasingly on productivity growth to drive increases in GDP. While labor
force growth will slow, the elderly population will expand relatively quickly.
Strong GDP growth must continue in order to maintain the standards of
living for both the working age and the dependent populations.

The amount that U.S. workers produce has grown at remarkable rates in
recent years. Since 1995, productivity growth has averaged over 2.5 percent
per year, compared to an average growth rate of about 1.4 percent per year
over the preceding 20 years. Most other major industrialized countries
suffered a slowdown in productivity growth between 2000 and 2005, but in
the United States, growth accelerated to about 3 percent, the fastest produc-
tivity growth of any G7 country—Canada, France, Germany, Italy, Japan, the
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United Kingdom, and the United States—over that period. Given that the
United States’ productivity was already among the highest and that these
countries have similar access to technological improvements and financial
markets, the sudden increase in U.S. productivity growth relative to other
developed countries is especially impressive.

Table 2-1 illustrates how small differences in productivity growth rates can,
over time, have large effects on the level of productivity and hence on the
standard of living. When productivity doubles, twice as much output can be
produced using the same level of labor. The table lists four different produc-
tivity growth rates that correspond to averages for different U.S. historical
time periods, along with the number of years it would take to double the stan-
dard of living at that rate of growth. If productivity continues to grow at the
rate from the most recent period (3.1 percent), the U.S. standard of living will
double in about 23 years; at the slower productivity growth rate experienced
during the 1973-1995 period (1.4 percent), doubling would take more than
twice as long.

TABLE 2-1.— Implied Doubling Rates for the Level of Productivity Using
Historical Growth Rates

Productivity Doubling time

growth rate (in years)
1950 to 1973 2.6% 27.0
1973 t0 1995 ... 1.4% 49.9
1995 to 2000 ... 2.5% 28.1
2000 to 2005 3.1% 22.1

Source: Department Labor (Bureau of Labor Statistics), Council of Economic Advisers calculations.

This chapter reviews the sources of the recent strength in productivity
growth, highlighting the role that flexible markets and entrepreneurship play
in explaining cross-country differences. It also explains the benefits of produc-
tivity growth and discusses how policymakers can further promote it. Key
points are:

* Recent productivity growth has been primarily driven by efficiency
growth (growth in how well labor and capital inputs are used) and by
capital deepening (growth in the amount of capital that workers have
available for use).

* Efficiency growth comes from developing new methods of production
and new products. Entrepreneurship and competition make key contri-
butions to such innovation.

* Investment in information technology (IT) capital and innovative new
ways of using it have been important sources of productivity growth in
many industries with particularly high growth rates.
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* Openness to international trade and investment is especially important
for fostering competition and thus productivity growth.

* Increases in the education and training of the U.S. workforce have been
and will continue to be important to long-run productivity growth.

* Policies that encourage capital accumulation, research and development,
and increases in the quality of our educational system can boost produc-
tivity growth over the long run.

The Basics of Productivity Growth:
Framework and Recent Facts

Labor productivity measures the goods and services produced per hour of
work. In the United States, the most commonly used measure of labor
productivity is that for the nonfarm business sector, which excludes all levels
of government, nonprofit institutions, households, and farms. Because output
from nonbusiness entities is particularly difficult to measure, nonfarm busi-
ness labor productivity is thought to best measure how labor productivity
varies over time. For international comparisons of productivity, total output
per hour worked is often used because data on hours by sector are not always
readily available.

Factors That Increase Labor Productivity

What increases labor productivity? Research on this question usually
divides changes in labor productivity into three sources: capital deepening,
increases in skill, and efficiency gains.

Capital Deepening

Capital deepening happens when businesses invest in more or better
machinery, equipment, and structures, all of which make it possible for their
employees to produce more. Matching employees with better capital increases
the number of goods employees produce in each hour they work. Examples
of capital deepening include the purchase of more sophisticated machine tools
for workers in the manufacturing sector, or a faster computer system for a
travel agent. A business may add capital when it increases its workforce—for
example, a travel agency might buy additional computers when increasing the
number of travel agents it employs—but that does not constitute capital
deepening if the amount of capital available per worker does not increase.

Farming provides a classic example of the benefits of using more and
better capital. In 1830, it took a farmer 250 to 300 hours of work to produce
100 bushels of wheat; in 1890, with the help of a horse-drawn machine, the

Chapter 2 | 47



time dropped to between 40 and 50 hours; in 1975, with the use of large
tractors and combines, the 100 bushels could be produced in just 3 to 4
hours. While it is most likely that farmers were more educated in 1975 than
they were in the 1830s, the change in the farmers’ skills alone could not be
the source of this dramatic efficiency gain; an important source is the use of
better capital. Changing from a hoe to the tractor would be categorized as
capital deepening, and the resulting increase in output is capital deepening’s
contribution to productivity growth.

Increases in Skill

Just as a worker who is paired with a better machine can produce more
goods, a worker who learns a skill needed for production can produce more
output in less time. For example, a worker who takes a class on how to use a
computer increases the skill with which she uses the computer; the computer
is no faster, but the worker’s increased skill increases her output per hour
worked and hence boosts her productivity. Workers increase their skills
through additional education, training, on-the-job experience, and so on.

Efficiency Gains

Businesses achieve efficiency gains—more output with the same amount of
input—when they devise better ways of organizing and using the equipment
they own and the people they employ. Efficiency gains include both process
innovations, which increase productivity by reducing the capital or labor
needed to produce a unit of output, and product innovations, which increase
productivity by increasing the value of output. For example, when Henry
Ford began mass-producing Model T’s, the Model T itself was a product
innovation, while the moving assembly line was a process innovation. The
combination of improved process and product allowed the Ford Motor
Company to reduce its production costs and become more competitive.

A more recent example of process improvements that led to direct efficiency
gains may also be helpful in illustrating this concept. Managers at a 3M tape-
manufacturing plant increased productivity by reorganizing part of their
production process. By moving machines such as glue coaters and tape slitters
closer to the packing equipment and robotic transporters, 3M substantially
increased labor productivity at its plant. The reorganization reduced the need
to move output around the plant, and cut the length of the production cycle.
In addition, with all the packing supplies located in one place, managers could
see when they had more than they needed and could cut costs by reducing
excess inventories of supplies. This improvement is an efficiency gain because
the plant produced more output without increasing capital or labor. This
example is typical of the innovative process: companies purchase and install
new machines—from computers to conveyor belts—but it takes time and
further innovation to learn how to take full advantage of the new machines.
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Entrepreneurship (developing new ways of doing business and making risky
investments to implement them) and competition partially determine the
degree to which innovation contributes to labor productivity. If a business
comes up with a new product or a new way of organizing production and
spends the resources to try it out, and if the new way improves on the old, the
business ends up with a higher level of profit and an incentive to expand.
Innovation by one business is likely to have little direct effect on a nation’s
productivity growth, but competition forces other businesses to either come
up with innovations of their own or to cede market share. When this happens,
capital investment and labor flow to businesses with better methods of
production, and productivity increases as a result.

Entrepreneurship occurs on both small and large scales; many large multi-
nationals spend large sums on research and development in order to innovate
and expand, but individual entrepreneurs who operate on a small scale may
also innovate. The entry and growth of new businesses, combined with the
exit of older, less productive businesses, has been found to be responsible for
a substantial share of efficiency growth.

Productivity Growth in Recent Years

Chart 2-1 illustrates how increases in skill, capital deepening, and efficiency
gains have contributed to productivity growth in recent years. It is important
to note that the relative sizes of these contributions are only approximate and
that some increases in the quality of labor and capital may be counted as effi-
ciency gains. For example, economists can accurately measure education levels
of the labor force, but on-the-job training is also commonplace and measuring
the impact of this training on skill levels is difficult. Similar issues arise in
adjusting for the quality of capital, particularly during periods of rapid techno-
logical changes. The net result is likely an understatement of skill increases and
capital deepening, and a resulting overstatement of efficiency gains.

Chart 2-1 contrasts three periods, 1990-1995 (when U.S. productivity
growth was relatively slow), 1995-2000 (when the pace of productivity
growth quickened), and 2000-2005 (shows the most recent growth rate).
Over these 15 years, skill increased at a fairly steady pace of about 0.3 percent
to 0.4 percent per year. The sources of this increase are increased rates of
college attendance and the increased experience of the workforce. Increases in
skill have been an important source of long-run increases in labor produc-
tivity, and help explain why the United States has high income levels relative
to other countries. Continuing a steady increase in skill is vital to maintaining
solid productivity growth into the future, a topic discussed at more length in
Chapter 2 of the 2006 Economic Report of the President.

But even when educational attainment among the young rises substantially,
the skill level of the workforce as a whole evolves slowly. Because skill has
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Chart 2-1 Sources of Labor Productivity Growth
Capital deepening and efficiency gains account for the increase in productivity growth since 1995.
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increased at a relatively steady rate, it cannot be the source of the recent
acceleration in productivity growth. Instead, capital deepening and efficiency
gains have been the key productivity-raising factors. Between 1995 and 2005,
increases in the quality and quantity of the U.S. capital stock accounted for
1.1 percent per year in productivity growth in the United States, more than
doubling the contribution of capital to productivity growth relative to the
1990 to 1995 period. The surge in productivity in the late 1990s resulted not
just from a rapid increase in the number of machines used in U.S. produc-
tion, but also from large quality improvements to the capital stock. Many of
these improvements came from the revolution in information technology,
which is commonly accepted as the initiating force behind the acceleration.
But investment in IT capital alone was not the whole story. Firms needed to
develop processes that best used the new capital. In many ways, the first
increase in productivity growth (the higher growth rate between 1995 and
2000) was due to increased capital, while the second boost (in the period
between 2000 and 2005) occurred as firms became better and better at using
the new technology.
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Productivity Growth and Worker Earnings

The previous section looked at the sources of recent productivity gains, but
did not discuss what productivity gains mean for a worker’s paycheck. This
section examines how productivity growth affects average compensation and
which groups have gained the most over time.

Productivity and Average Earnings

The economic gains from productivity growth reach workers directly
through growth in employee compensation, where compensation includes
wages and the contributions that employers make for benefits such as health
insurance and for government programs such as unemployment insurance
and Social Security. Chart 2-2 shows that over long periods of time, produc-
tivity and real compensation grow at about the same rate. Real wages have
grown somewhat more slowly than compensation and thus productivity over
the last 20 years. The reason for this difference is that non-wage compensa-
tion, particularly employer contributions for health insurance, has accounted
for an increasing share of compensation over this time period.

Chart 2-2 Productivity and Real Compensation Grow Together
Productivity and compensation often diverge temporarily but grow together over the long run.
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Productivity growth is not a smooth process. Chart 2-2 shows that even in
the recent time period, 1995 to 2005, when average productivity growth has
been high, there are short periods of time where productivity growth appears
to slow sharply or accelerate rapidly. Such changes in productivity growth are
not uncommon. In addition, productivity sometimes grows faster than
compensation, while sometimes compensation grows faster. Such short-term
divergence in growth rates follows regular patterns and has been repeated many
times. At times when productivity growth is particularly high, compensation
growth tends to lag behind for a period of time before catching back up.

Why does compensation tend to lag behind productivity growth? When
productivity growth is high, economic growth can happen without substan-
tial employment growth. In other words, as productivity grows, businesses are
able to expand output in response to increased demand without hiring more
workers; the efficiency gains imply that each individual worker produces more
output in the same amount of time. As the economy continues to expand,
businesses once again begin to hire new employees, and the increased demand
for workers begins to push up wages and compensation. Increased demand for
workers leads to a period in which compensation growth exceeds productivity
growth, and the two variables then converge for a while.

When productivity grows faster than compensation, businesses  profits
tend to rise because the value of the goods and services they sell rises faster
than their payroll costs. As a result, profits tend to rise during periods of rapid
productivity growth. As tight labor markets bid up employee compensation,
the increase in labor costs cuts into profits, and profits return to normal levels.
In this process, profits vary more dramatically than employee compensation,
falling much more sharply during recessions and then growing much more
quickly in the early parts of the recovery. Because profits represent returns to
earlier investments, very high profits in some years may not represent unusu-
ally large returns on investment because they may be offset by years of losses
or unusually small profits.

Productivity and Income Differences

The productivity and compensation numbers used in this chapter describe
averages, but over the last 30 years, the economic gains for some groups have
not kept up with those averages, while the gains for other groups have been
well above the average. These uneven gains have led to growing disparity (or
inequality) in compensation and wages. The same competition for workers
that makes average employee compensation track productivity growth over
the long term will occur for particular groups of employees within the overall
labor force. The compensation for groups whose productivity has increased
relative to the rest of the labor force will increase relative to average compen-
sation. A number of studies have shown that factors associated with higher
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productivity—such as education and work experience—have also been
increasingly associated with higher wages. This is consistent with the view
that growing compensation disparity has been driven by faster growth in
productivity for skilled workers than for the less skilled.

In the 1980s, the increase in disparity was seen both in falling wages at the
bottom of the wage distribution and rising wages at the top. Since then, wages
in the bottom half of the distribution have either been flat or have grown
modestly while disparity has continued to increase in the upper part of the
distribution. For example, between 1990 and 2005 the wage at the 10th
percentile grew 13 percent while the median wage grew 10 percent, so the
difference between them narrowed somewhat. The wage at the 90th
percentile of the distribution grew 18 percent over that period, widening the
gap between the upper tail of the distribution and the median.

Why have wage levels grown increasingly disparate? Changes in technology
that increase the productivity advantages associated with skill—often termed
skill-biased technical change—appear to be the most likely cause. That is,
technological advances increased the productivity of skilled workers more
than the productivity of the less skilled, leading employers to want to hire
more skilled workers. In doing so, employers bid up the wages of skilled
workers, widening the difference in pay associated with skill.

Why does skill-biased technical change appear to be the most reasonable
explanation for this trend? The main reason is that the price that employers
pay for skilled workers trended upward even while the supply of skilled
workers continued to grow. For example, although the fraction of the work-
force that is college educated has grown consistently over the past 30 years (an
increase in supply), the additional wages needed for an employer to hire a
college-educated worker have also grown (an increase in price). Absent a shift
in demand, increases in supply should drive down prices, so a price increase
implies that demand has shifted toward skilled workers as well.

Do improvements in the way goods and services are produced necessarily
lead to greater disparity in pay? If changes in technology have increased
disparity, does that mean that technological change is always bad for those
who are in the lower portion of the wage distribution? There are two reasons
to doubt that this is true. First, economists studying earlier periods have
found that wage disparity actually narrowed in the first half of the 20th
century, providing evidence that, in some periods, change has favored less
skilled workers as opposed to skilled workers.

A second and more fundamental reason that productivity growth does not
leave a whole class of workers behind in the long run is that if changes in tech-
nology raise the pay of relatively skilled workers, they also increase people’s
incentives to invest in acquiring skills. Many of the factors that increase an
individual worker’s productivity depend on the worker’s decisions to invest in

Chapter 2 | 53



developing new skills. When the rewards to gaining skills increase, workers
have increased incentive to acquire additional skills. For example, over the
past 30 years, there has been a substantial widening in the difference between
pay for workers with a bachelor’s degree and pay for those with only a high
school diploma. For men, this difference grew from 50 percent in 1975 to
87 percent in 2004.

If this widening in pay differences represents an increase in the amount a
worker gains by getting a college education, then it gives individuals a greater
incentive to make such an investment in education. Over the last 10 years,
there has been an increase in the percentage of people who choose to go to
college rather than enter the workforce directly out of high school. In 1992,
the size of the workforce with some college education was roughly the same
as the size of the workforce with a high school diploma or less. By 2006, the
workforce with at least some college had become 50 percent larger than the
workforce with no college. Other levels of education, such as master’s and
doctoral degrees, have shown similar increases in the rewards for obtaining
such a degree and in the number of people choosing to make that investment.
From 1987 to 2003, wages for those with an advanced degree increased faster
than for those of any other education group, and since the mid-1990s, the
share of people age 30-39 with an advanced degree has increased by
38 percent. Thus increased demand for skilled workers has been followed by
an increase in supply, which raises the average skill level in the economy and
leads to higher average productivity.

Understanding the Acceleration in
U.S. Productivity: Industry Analysis

Understanding why productivity growth in the United States has increased
requires knowing what factors in the economy have changed. Chart 2-1
demonstrated that most of the recent increase came about through greater
capital deepening and efficiency gains. What the chart did not tell us is why
businesses increased their rates of capital investment to bring about capital
deepening and why efficiency gains have been higher in the past decade than
they were for much of the previous two decades.

Productivity growth for the economy as a whole comes from investment
and innovation in a wide variety of businesses. A lot can be learned about the
sources of growth by looking at which kinds of investments have grown most
quickly, as well as which industries have had the fastest productivity growth.
The average rate of productivity growth hides substantial differences across
industries. In particular, the surge in productivity in the late 1990s appears to
be a story of growth in industries making and using IT capital. Chart 2-3
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illustrates that efficiency growth since 2000 has been particularly strong in the
high-tech sector, but that it has also been strong in the distribution sector,
which includes retail and wholesale trade, transportation, and warehousing.
Finance and business services also showed strong efficiency growth and hence
strong productivity growth. Manufacturing, which has made small invest-
ments in IT capital compared to the other sectors shown, has had the slowest
recent growth in efficiency.

The strong productivity growth in the distribution and financial services
sectors highlights one of the most striking differences between the pre- and
post-1995 periods. From the 1970s through 1995, productivity growth in
goods-producing industries was generally greater than that in service-providing
industries. However, since 1995, productivity growth in service-providing
industries has exceeded the growth in goods-producing industries (such as
manufacturing).

Given this difference, one of the most important insights into the recent
period of productivity growth comes from understanding why service-sector
productivity growth accelerated after a long period of slow growth. As
discussed above, capital deepening and efficiency growth accounted for most
of the acceleration of productivity growth for the U.S. economy as a whole
over the last decade.

Chart 2-3 Efficiency Growth Highest in Sectors That Made Large IT Investments in 1990s

The finance and business and the distribution sector made large IT investments in the 1990s and had
large efficiency gains in 2000-2004.

Annual average percent change, 2000-2004
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Source: Corrado et al, "Modeling Aggregate Productivity at a Disaggregate Level: New Results for U.S. Sectors and
Industries " Federal Reserve Board, July, 2006,
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In examining productivity growth rates over the recent period, researchers
have found it useful to characterize investments by whether they involve a
purchase of IT equipment, which is usually defined as computer hardware,
software, and telecommunications equipment. Box 2-1 discusses some of the
potential mechanisms, such as intangible capital accumulation, through
which IT capital leads to productivity improvements.

Box 2-1: Intangible Capital and IT Investment

While information technology clearly accounts for a sizable share of
productivity growth since 2000, the mechanisms through which it
induced this growth are not as clear. The assumption has been that
since efficiency growth has been the largest contributor to productivity
in this recent period, IT gains are embedded in this growing efficiency.
However, hidden within these increases in efficiency may also be
capital growth not captured in official measures.

Standard measures of capital primarily count physical capital, but
businesses expend resources on many other activities that aim to increase
the value of future output. Some examples are research and development
spending, revamping a business’s organization, advertising aimed at
improving consumers’ perceptions of a business’s brand, or developing a
secret recipe. These kinds of activities are often called intangible invest-
ment because they build up assets that are valuable to firms but are not
easily measured.

Conceptually, these activities qualify as capital investment, but they
are not currently included in official capital measures because they are
hard to measure. Why does this matter when discussing productivity?
Expanding the definition of capital by including intangibles would
change the shares of the factors contributing to labor productivity
growth, increasing the share attributed to capital deepening and
reducing the share attributed to efficiency gains. This shift would not
only call into question the finding that IT investment contributed to
productivity mainly through efficiency gains, but would also help
explain why productivity did not accelerate with early waves of IT
investments. Indeed, it is consistent with the hypothesis that for busi-
nesses to take full advantage of their IT investments, they needed to
develop innovative business practices. Only when they made intan-
gible investments to complement their IT investments did productivity
growth really take off.
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The industries that produce I'T equipment had particularly rapid efficiency
growth, resulting in falling prices accompanied by rapid increases in the speed
and power of IT equipment. These industries directly brought up the average
rate of productivity growth for the economy, but their advances also had
significant indirect effects by driving a surge in I'T equipment investment in
other industries. The increase in capital deepening in the 1990s was led by
large investments in IT equipment, but productivity gains from these invest-
ments did not immediately emerge.

In the 1995 to 2000 period, industries with above-average investment in I'T
equipment had significantly larger increases in their productivity growth rates
than did other industries. For example, the retail trade and financial services
industries had much higher productivity growth over the 1995 to 2000
period than in the preceding period, and had well-above-average investment
in IT equipment. Box 2-2 indicates that much of the retail trade productivity
gains occurred because of supply chain improvements made possible by infor-
mation technology. Research estimating the contribution of IT-related
forces—including both productivity growth in I'T-producing industries and
the share of productivity growth accounted for by IT investment in other
industries—shows that information technology accounted for more than half
of productivity growth from 1995 to 2000.

Box 2-2: Information Technology, the Supply Chain,
and Productivity Growth in Retail Trade

The retail trade sector shows how IT investment, innovation,
competition, and flexible markets interact to affect productivity growth.
Retailers have made heavy investments in information technology and
have had rapid productivity growth, but changes in the way that
retailers use information technology —both in their stores and with their
suppliers—were necessary to generate this surge in productivity
growth. The focus here is on two types of innovations: changes in the
organization of the supply chain of consumer goods and changes in the
way retailers organize store operations.

Manufacturers and retailers of consumer goods have increased their
use of electronic data interchange, allowing manufacturers to help
retailers manage inventories and avoid stockpiling and shortfalls.
Electronic data interchange also allows for automatic ordering, billing,
and payment. Retailers benefit from lower costs of carrying inventory
and reduced resources spent managing it, and manufacturers benefit

continued on the next page
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Box 2-2 — continued

from being able to smooth out production. Because these changes have
enabled retailers to more reliably stock a wide variety of goods,
consumers have benefited from increased product variety. Making
these changes required an investment in IT equipment by manufac-
turers and retailers, and required them to change the way they
exchanged information and interacted.

Large retailers also made internal changes that significantly increased
productivity. One change was an increase in the scale of stores. Other
important changes involved the use of information technology and
improved management practices. Examples include an increased use of
software to manage the flow of goods and staffing levels in stores, and
more cross-training of employees to make better use of store labor.
Rapid expansion of the largest firm put competitive pressure on other
retailers, leading them to cut costs and, in many cases, to emulate the
process improvements introduced by the industry leader.

Why Has Productivity Growth Accelerated in
the U.S. While Slowing in Other Countries?

The United States has experienced the fastest acceleration of productivity
growth among major industrialized countries since the early 1990s. Chart 2-4
shows that, after lagging behind most of the countries in the G7 between
1990 and 1995, the United States has been the country with the fastest
growth in GDP per hour worked in the G7 between 2000 and 2005. Only
the United States and Japan had faster productivity growth in the most recent
period than they did in the early 1990s, and only the United States has shown
consistent acceleration over this time period.

Since all of these countries have, in principle, approximately the same
access to information and global markets, why have the other major industri-
alized countries not been able to post productivity gains as large as those in
the United States and Japan? The major advances in this period appear to
have come from opportunities that developed from the rapid advancement in
information technology. While all developed countries had access to IT
capital, the existing economic environment in the United States put it in posi-
tion to quickly make the most of these opportunities. International openness
to investment and trade combined with highly flexible and lightly regulated
markets and an environment that fosters innovation appear to be at least part
of the answer.
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Chart 2-4 Average Annual Productivity Growth Has Fallen for Most G7 Nations Since 1990
Only the United States has shown consistent increase in productivity growth over this period.
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International Openness

As discussed earlier, capital deepening has played a significant role in U.S.
productivity growth. Over the past 10 years, the United States is second only
to Canada in its annual growth rate of real private investment. Real invest-
ment in the United States over this period increased at an annual rate of
5.1 percent, nearly double the average rate of the other G7 countries
(excluding Canada). The United States has been able to accomplish this level
of investment because of its open and transparent investment environment.

While capital deepening played an important role in the productivity gains
experienced in the late 1990s, so did advances in information technology. To
benefit from the IT boom, firms had to invest large amounts in computers,
software, and employee training. From 1995 through 1999, U.S. investment
in information-processing equipment and software increased at an average
rate of around 20 percent per year, and total investment grew faster than in
any other country in the G7. To help fund these investments, the United
States received substantial flows of financial capital from abroad during this
period. While the United States might have invested in IT capital without
access to international financial markets, and while Europe may not have
invested more even if it was more open to international capital flows, it is
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almost certain that the United States was able to use its open investment
environment to finance the increase in IT capital.

Access to international financial markets tends to lower borrowing costs
and enable a country to increase capital investment rates without increasing
domestic savings. This outcome would not be possible if businesses had access
only to domestic financing.

International openness has also contributed in other ways to recent
efficiency gains in the United States. Since the early 1990s, the United States
has increased its openness to international trade. From the North American
Free Trade Agreement (NAFTA) (signed into law in 1993) to the Trade Act
of 2002 and the renewal of Trade Promotion Authority in the same year, the
United States has worked to break down trade barriers. Lower trade barriers
have in turn increased the level of international competition in product
markets. Some U.S. companies have suffered from the increased competition;
some have benefited. The increased competition forces firms to seek new ways
of doing business to remain competitive, and because of this, international
trade may contribute to growth in innovation.

Flexible Labor Markets

Efficiency gains resulting from more flexible and competitive labor markets
have been another important reason why the United States was able to benefit
from recent shifts in technology. The United States ranks first among
G7 countries in the World Bank’s Rigidity of Employment Index, indicating
very flexible labor markets relative to other G7 countries. Japan, for example,
ranks fourth among G7 countries, while France ranks last. The index averages
measures of the difficulty of hiring a new worker, restrictions on expanding or
contracting the number of working hours, and the difficulty and expense of
dismissing a worker. While other countries are tied with the United States on
the latter two measures, the United States owes its first place rank to the ease
with which American employers can hire new employees.

Flexible labor markets allow workers to flow to high-productivity and high-
wage industries. Hiring and severance costs tend to increase unemployment
by making firms reluctant to hire new workers. They encourage labor
hoarding, a practice in which firms hold on to workers not currently needed
for production in order to avoid the costs of hiring new workers when the
firm’s workforce needs to expand. Labor hoarding lowers the level of produc-
tivity and reduces the average growth rate of productivity, as firms find it
more difficult to respond to innovations and shifts in demand.

Flexible labor markets improve productivity growth because they allow
firms to more easily adjust the size and scope of their operations in response
to economic developments. For example, after an increase in efficiency, a firm
may become more competitive and decide to expand output and so need to
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hire more workers. The firm may also wish to change the mix of workers it
employs. Flexible labor markets allow these transitions to occur at a low cost.

Low Costs of Starting a Business

Low costs of business entry with relatively few administrative hurdles have
also contributed to greater efficiency gains in the United States. A recent
study by the World Bank shows that the United States, at 5 days, ranks
behind only Canada and Australia in terms of the number of days required to
start a business, and has the fourth lowest administrative costs to start a new
business. New businesses provide both a ready supply of new ideas and a
source of competition that forces larger businesses to innovate. Both of these
factors have likely given the United States an edge in taking advantage of new
opportunities made possible by I'T advances. As with flexible labor markets,
the ease of starting a new business helps with the level and the growth rate of
productivity. Over long periods of time, starting new businesses keeps the
economic environment competitive, which spurs innovation and helps push
inefficient firms out of the market place.

Policy Implications

What can the United States do to promote further productivity growth?
First, the most important way to encourage capital deepening is to maintain
the smallest possible difference between the before-tax and the after-tax rates
of return to investments. Capital deepening makes workers more productive
and leads to higher wages in the long run. Making the tax cuts on capital gains
and dividends permanent would help in this regard. Chapter 3 of this report
discusses policy options affecting the taxation of capital.

Second, policies must encourage investment in skills. One way to do this is
to keep the tax rates on wage income low. If individuals see little return to
going to college, vocational school, or graduate school because of high tax
rates on moderate- to high-wage earners, their incentives to invest in skill will
be dampened. Chapter 3 further discusses how tax policy affects investment
in skill. Strengthening K-12 education, reducing our dropout rates, and
ensuring that all children receive high-quality education will increase the skills
of our workforce and better prepare our citizens for further skill investment
as adults. The President’s efforts over the past several years to improve educa-
tion and training with the No Child Left Behind Act, community college
initiatives, and job training reforms will help. Furthermore, because learning
begets learning, the returns should continue into the distant future.

Third, we must remain open to foreign investment. Openness to foreign
capital has given the United States the flexibility it needs to deepen its capital
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stock and improve its productivity without necessitating a corresponding
increase in domestic savings. To maintain current growth rates we must keep
pushing for freer trade, especially in the area of services, which has become a
significant part of our economy. Chapter 8 of this report discusses policies to
increase our international openness.

Fourth, we must encourage innovation and entrepreneurship. The President
has outlined a competitiveness initiative that increases public investment in
basic research—an important complement to private sector innovation—and
strengthens math and science education to provide the skills needed for
technological innovation.

Conclusion

Maintaining a solid productivity growth rate is of great importance to main-
taining and increasing U.S. standards of living. The surge in productivity
growth since about 1995 has come from heavy business investment in infor-
mation technology, accompanied by large efficiency gains from innovation and
competition. The United States has gained more from rapid advances in infor-
mation technology than the other major industrialized countries because its
culture of entrepreneurship and its flexible markets for products, capital, and
labor have allowed American businesses to make the most of these changes.
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CHAPTER 3

Pro-Growth Tax Policy

he word “investment” has different meanings to different people. In

finance, investment means the purchase of financial products or other
assets, such as mutual funds or gold, with an expectation of favorable future
returns. For businesses, it can mean the purchase of a physical good, such as
a durable machine or inventory, with the hope of improving future business.
In economics, investment is defined as any use of resources intended to
increase future production output or income. In particular, capital investment
is money spent on physical capital such as buildings, equipment, or
machinery, or on human capital such as education or job training. Because a
larger capital stock makes labor more productive, investment is a primary
driver of greater economic growth and higher standards of living.

If governments pursue policies that involve the least amount of government
interference necessary for a well-functioning capital investment market, this
will encourage an efficient amount of investment. One type of policy that is
key to encouraging an efficient level of investment is pro-growth tax policy.
One of the goals of pro-growth tax policy is to finance government services in
a way that minimizes the effect of taxes on the capital investment decisions of
households or businesses. By taxing investment returns too heavily or by
providing tax advantages to certain types of investment, a tax system can
discourage overall investment, as well as prevent capital from being used effi-
ciently. A tax system that affects investment decisions in these ways is called
“distortionary” because it creates incentives for people to base their saving and
investment decisions on taxes, rather than making those decisions based solely
on where they can use their resources most productively.

This chapter discusses the advantages of adopting a more pro-growth tax
system. It reviews recent changes that have reduced tax distortions on capital
investment decisions, and evaluates options to further reduce such distortions.
It draws the following four main conclusions.

* The goal of pro-growth tax policy is to reduce tax distortions that
hamper economic growth. Most economists agree that lower taxes on
capital income stimulate greater investment, resulting in greater
economic growth, greater international competitiveness, and higher
standards of living.

* The current tax code contains provisions that discourage investment and
create distortions that affect the level, structure, and financing of capital
investment. These distortions dampen capital investment and contribute
to an inefficient allocation of capital throughout the economy.
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* Estimates from research suggest that removing these tax distortions to
investment decisions could increase real gross domestic product (GDP)
by as much as 8 percent in the long run.

* Since 2001, temporary changes in the tax code have reduced the tax
on investment. These pro-growth policies have stimulated short-run
investment and economic growth. However, the temporary nature of the
provisions eliminates desirable long-run economic stimulus.

Rationale for Pro-Growth Tax Policy

All societies must decide on the amount of government services that best
provides for the welfare of the citizenry. When deciding how to finance a
given amount of government services, two features of the tax system must be
determined—the appropriate tax base and the appropriate tax rate. The goal
of pro-growth tax policy is to define a tax base and choose tax rates that
finance government expenditures with the least distortionary effect on the
economy. A tax system is distortionary when it creates incentives for people
to make spending, saving, or investment decisions that are different from the
decisions they would make in the absence of taxes. For example, by taxing the
sale of apples and not oranges, a tax system would encourage people to
consume more oranges and fewer apples than they otherwise would. Similarly,
by taxing a family’s out-of-pocket health spending but not employer-paid
health insurance premiums, the tax system encourages inefficient consump-
tion of health care by households. (See Box 4-1 in Chapter 4, The Fiscal
Challenges Facing Medicare, for a discussion of the President’s proposal to
reform the tax treatment of health insurance.) By comparison, a tax system
that taxes investment can create incentives that favor consumption over
saving, investment in certain types of capital over others, or certain methods
of financing capital investment. In the absence of distortionary taxes,
people would have made those decisions based solely on the best and most
productive use of those resources.

Defining the Tax Base

Most economists agree that the choice of the appropriate tax base is between
taxing some measure of income or taxing some measure of consumption.
Broadly defined, income is the increase in an individual’s ability to consume
during a period of time. Income can include labor earnings (both cash and
benefits), interest payments, rents, royalties, dividends, increases in asset
values, alimony, and pension payments. An important dimension of income
taxation is that saving and investment are included in the tax base. Using
income as the tax base is equivalent to taxing potential consumption. In effect,
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this taxes all resources that people puz into the economy. A tax system with an
income base is distortionary because taxes affect decisions on when, how, and
how much to save and invest. For example, in taxing household saving, future
consumption (financed by saving) becomes relatively more expensive
compared to current consumption. As a result, households tend to consume
more and save less than they otherwise would if saving were not taxed.

By contrast, consumption is defined as the actual amount that people and
businesses spend buying goods and services today. When a tax system has a
consumption base, it only taxes what people zake out of the economy. While
there are several possible measures of a consumption tax base—retail sales,
value-added, and consumed income, among others—all of these measures
share the attribute of excluding saving and investment from the tax base. Such
a tax system is considered “neutral” and efficient because it neither encourages
nor discourages savings and investment decisions; it allows people to decide
whether to consume now or to invest in the future based on market prices
instead of on how to avoid paying taxes. Relative to an income tax, the
consumption tax base results in a larger, more efficient stock of capital, which
in turn makes workers more productive. Output and wages rise, resulting in
higher standards of living. As a result, many economists feel that consump-
tion is a better base for pro-growth tax policy.

Our current tax system has a hybrid tax base, with elements of both income
and consumption tax bases. Some, but not all, of the return to saving and
investment is excluded from the tax base through various provisions. For
example, individual retirement accounts (IRAs), employer-sponsored retire-
ment savings plans, lower tax rates on capital gains and dividends, and
accelerated depreciation for certain types of investment are some of the provi-
sions in the current tax code that provide at least a partial consumption tax
base. Recent estimates suggest that about 65 percent of the return to house-
hold financial assets is taxed under an income tax base, with the remainder
receiving consumption tax treatment.

Choosing the Tax Rates

A marginal tax rate tells how much tax is paid on an additional, or
marginal, dollar of income. When assessing the effect of marginal tax rates on
investment, it is the effective tax rate rather than the statutory tax rate that
matters. A statutory marginal tax rate is a legal definition of the amount of
extra income needed to pay taxes due from an additional dollar of taxable
income in any year. By contrast, an effective marginal tax rate estimates the
extra share of the total return from an investment needed to cover tax liabili-
ties over an investment’s useful life. A tax system with high effective tax rates
on labor and capital income will dampen economic growth by reducing
incentives to work and invest in capital formation.
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Pro-growth tax policy, whether through adopting a consumption base,
lowering statutory tax rates on saving and investment, or allowing individuals
to fully deduct the cost of investment from taxable income, stimulates new
investment by lowering the effective tax rate on investment income.
Individuals and businesses will undertake more projects because lowering the
effective marginal tax rate reduces the pretax rate of return necessary to make
new projects profitable. In addition, lowering the effective tax rate on the
return to capital investment enhances the competitive position of the United
States in today’s increasingly global economy. This is because a lower effective
tax rate raises the after-tax return to U.S.-based investment relative to foreign
investment, making U.S. investment relatively more attractive to both
domestic and foreign investors.

The U.S. Tax System—

Previous Distortions and Recent Reforms

The United States tax system has become increasingly distortionary and
inefficient, with hundreds of highly targeted tax provisions that erode the
potential for tax system neutrality and greater economic growth. A major
source of inefficiency is the treatment of capital investment, both for physical
capital and for human capital. The profusion of provisions has resulted in a
system where taxes can be the primary determinant in whether to undertake
new investment, what form the investment should take, and how to finance
the investment.

Since 2001, several pro-growth tax policy changes have been enacted which
have reduced the distortionary effect of taxes on investment decisions. This
section discusses investment distortions in the tax system prior to 2001 and
analyzes how changes since that time have reduced distortions and stimulated
economic growth. Overall, the pro-growth policies enacted since 2001 have
helped lessen the impact of the recession and have led to greater investment
and overall economic growth.

Tax Treatment of Physical Capital Investment

This section discusses how two features of the tax system result in “tax
wedge” distortions that contribute to physical capital investment inefficiency:
depreciation schedules that result in an inefficient level and allocation of
capital, and the double taxation of corporate profits that affects the level,
form, and financing of business investment.

66 | Economic Report of the President



The Tax Wedge

The tax system creates a “tax wedge” for investment, making the pretax return
on investment higher than the after-tax return on investment. This is important
because investors require the pretax return to cover both the opportunity cost
and the tax cost of investment. If the tax wedge is large, fewer projects will be
undertaken because the after-tax return for some projects will be below the
opportunity cost of investment. For example, consider an investment with a
pretax return of 10 percent and an after-tax return of 7.5 percent, meaning the
tax wedge is equal to 25 percent of the pre-tax return. If investors decide they
require an 8 percent after-tax return in order to cover the opportunity cost of
the investment, taxes will stop the otherwise profitable project from being
undertaken. By lowering the effective tax rate on investment, the pretax return
is unaffected but the after-tax return will rise. For example, if the effective tax
rate is reduced to zero, then the tax wedge is eliminated and the after-tax return
rises to 10 percent. Note that the tax wedge does not need to be eliminated for
our hypothetical project to be financed—the effective tax rate only needs to be
reduced to the point where the after-tax return is 8 percent. However,
completely eliminating the tax wedge removes taxes from the investment
decision. Two main contributors to the tax wedge on investment returns are
depreciation schedules and the double tax on corporate profits.

Depreciation Schedules

A primary source of the inefficiency created by the tax wedge is the
depreciation schedules that treat investments very differently depending on
their business sector, asset life, and source of financing. Depreciation schedules
tell how much of an investment’s acquisition cost can be deducted from the
taxpayer’s taxable investment income in any year. There are two distortions
associated with the tax depreciation system. First, spreading the deduction for
the acquisition cost over a number of years lowers the present value of the total
tax deduction relative to fully deducting the cost in the year purchased. By
lowering the present value of the deduction, the depreciation system raises the
tax cost and the total effective cost of investment. This makes some projects
unprofitable and reduces the economy-wide level of investment. Second, the
depreciation system distorts the allocation of investment among various sectors
of the economy because the depreciation schedules lead to sectoral differences
in effective marginal tax rates. Under an income tax system, the amount of
investment cost counted each year should ideally equal the true economic
depreciation of the asset. For example, if an asset loses 10 percent of its useful
value per year, then an ideal income tax depreciation schedule would allow
10 percent of the cost to be excluded from income each year. When tax
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depreciation is not the same as economic depreciation, the tax system distorts
investment decisions regarding the allocation of capital investment.

A common method of measuring the relative distortions caused by the
depreciation system is to calculate the effective marginal tax rates on different
types of investment. Under current law, different types of investments are
depreciated under various depreciation schedules ranging from 3 to 39 years.
Because acquisition costs are deducted from taxable income at different rates,
the amount of tax paid—and the effective marginal tax rate—varies by depre-
ciation class. Table 3-1 shows the effective tax rates on different assets for
different types of investments, with computer investment facing the highest
effective marginal tax rate and petroleum infrastructure investment facing the
lowest. Because marginal investments should provide the same after-tax rate
of return, the depreciation schedule distorts the allocation of capital by
discouraging investment in assets with high effective marginal tax rates.

Even if we adopted a tax system with tax depreciation equal to economic
depreciation, there would still be a notable tax wedge that would distort
investment decisions. To completely remove the investment distortions of
depreciation schedules would require adopting a consumption tax base. With
a consumption tax, all investment costs are fully deducted (fully expensed)
from taxable income in the period in which the acquisition occurs. This has
the effect of reducing the tax wedge to zero if there are no other taxes on
investment returns. This means that the tax system is neutral to the level and
allocation of capital investment because taxes do not affect the decision to
invest and all types of investment are treated equally.

The Double Tax on Corporation Profits

The double tax on corporate profits—which is inconsistent with either an
income tax or a consumption tax—also has a pronounced effect on investment

TABLE 3-1.— Effective Marginal Tax Rates on Capital Income of Corporations

by Asset Type
Asset type Effective marginal tax rate (%)
Computers and peripheral equipment.... 36.9
Inventories . 344
31.0
29.7
28.4
23.8
Medical equipment and instruments.. 20.4
Light trucks (incl. utility vehicles).. 182
Household appliances.... 17.5
Aircraft......coccoevvnne 14.5
Railroad equipment ... 114
Petroleum and natural gas structures... 9.2

Source: Congressional Budget Office.
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decisions. First, corporations pay tax on net corporate earnings at a maximum
marginal rate up to 35 percent. Second, individual investors are taxed on the
returns they earn on corporate equity. These returns can take the form of a
capital gain, the difference between the purchase price and the sale price of an
asset, or a dividend, which is a share of corporate profits distributed to share-
holders after corporate income tax has been paid.

The total tax on corporate income is calculated by combining these two
layers of tax. Prior to 2001, the tax on individual investment returns (capital
gains and dividends) created incentives for investors to favor projects that
paid returns in the form of capital gains or interest payments instead of divi-
dends because long-term capital gains were taxed at a maximum statutory rate
of 20 percent, while dividend payments were subject to a maximum indi-
vidual statutory rate of 39.6 percent (both tax rates do not take state and local
taxes into account).

For corporate income distributed to shareholders as dividends, the double
tax on corporate profits could approach the level of confiscation. For example,
given a maximum statutory marginal tax rate of 35 percent for corporations
and 39.6 percent for individuals, the combined effective marginal tax rate on
distributed corporate profits could have been as high as 61 percent! Instead of
paying out corporate profits as dividends, a corporation could retain and rein-
vest the after-tax profit, leading to an increase in its stock value. Prior to 2001,
when a long-term capital gain was realized, the combined effective tax rate on
corporate profits was about 42 percent, after accounting for the deferral of tax
on the accrued gains. All else equal, investors tended to favor investment
returns in the form of capital gains.

The high effective tax rate on equity-financed investment also created
incentives that favored debt (taking out loans or issuing bonds) when
financing new projects. As shown in Chart 3-1, while the economy-wide
effective tax rate prior to 2001 was 20.4 percent, the effective tax rate on busi-
ness sector investment was 29.8 percent. Chart 3-2 shows that the effective
tax rate on equity-financed investment was 45.2 percent and the effective tax
rate on debt-financed investment was almost zero. The reason for this large
difference in effective rates is that corporations can deduct interest payments
for loan and bond payments from taxable income, but must include dividend
payments and retained earnings in taxable income. Individual investors then
must pay taxes on the interest payments from their debt holdings and the
investment returns (capital gains and dividends) from their equity holdings.
This tax treatment results in a system where the return to corporate debt is
taxed once but the return to corporate equity is taxed twice. The resulting
overreliance on debt-financed investment could lead to greater bankruptcy
risk during temporary industry or economy-wide downturns, as well as to a
misallocation of resources in the economy.
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Tax Treatment of Human Capital Investment

Human capital investment (such as education and worker training) is an
important input in the production of final goods and services, and investing
in human capital is a cost of earning income. Prior to 2001, the tax treatment
of education and training expenses was mixed. Some costs were fully deducted
against taxable income, while others were subject to varying degrees of taxa-
tion. In addition, the treatment varied depending on whether the investment
was paid for by businesses or households.

At the household level, most human capital investment was fully deducted
because the tax system does not tax the opportunity cost of education—the
foregone wages of working instead of attending school. For other human
capital investment costs, there was a complicated set of rules, with the tax
treatment primarily determined by the income of the individual taxpayer
undertaking the investment. Some costs could also be deducted under both
income and payroll (Social Security and Medicare) taxes.

The opportunity cost of working was fully deductible under both the
income and payroll tax. Other costs fully deductible under both taxes were
scholarships, fellowships, and reduced tuition. Costs that were fully
deductible under just the income tax included education costs paid through
Coverdell Education Savings Accounts (Coverdell ESAs), interest payments
on student loans, and Treasury bond interest. These costs were excluded from
income tax so long as they were used for tuition and related expenses such as
fees, books, supplies, and the equipment required for courses of instruction.

At the firm level, human capital investment received more efficient tax
treatment than physical capital investment. Consider a $50,000 investment
in office equipment. For many businesses, this cost was not fully deductible.
Instead, the cost was recovered through depreciation provisions, with a frac-
tion of the cost deducted from taxable income over a 7-year period.
Alternatively, the firm and workers could have agreed to reduce cash compen-
sation by $50,000 and invest the money in job training. In this case, the firm
would have deducted the cost of training from taxable income as an ordinary
business expense and workers would not have claimed the cost as taxable
income for income or payroll taxes. In this way, the investment cost was fully
deductible in the year the training occurred, resulting in no tax distortions to
the firm’s human capital investment decision.

In addition to allowing partial deductibility of human capital investment,
the tax system had two human capital investment tax credits available for use
by households. In 2000, the Hope credit provided a tax credit of up to
$1,500 per eligible student for the first 2 years of post-secondary education. To
qualify for this credit the student had to be pursuing a degree or other recog-
nized educational credential. The Lifetime Learning credit provided a tax
credit of 20 percent of the first $5,000 in household education expenses per
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year. This credit was available for any post-secondary education investment for
an unlimited number of years, regardless of whether the student was pursuing
a degree or educational credential.

Tax credits differ somewhat from tax deductions. A rax credir directly
reduces the amount of tax you have to pay. By contrast, tax deductions reduce
the amount of income subject to tax. Tax credits can provide investment
incentives that are equivalent to partial or full deductions and can also be
more generous than full deductions. For example, consider a person who has
qualified education expenses of $5,000 and receives a $1,000 Lifetime
Learning credit. If this person is paying taxes at a 20 percent effective
marginal tax rate, then the credit is equivalent to being able to fully deduct
the education cost from taxable income. If the person is paying taxes at a
higher marginal tax rate, then the credit is equivalent to a partial deduction.
For example, if the student is paying tax at a 31 percent marginal tax rate,
then the credit is equivalent to being able to deduct about $3,200 of the
investment cost. Similarly, if the student is paying tax at less than 20 percent,
then the credit provides more than a full deduction (i.e., a tax subsidy).

Opverall, the tax system in place prior to 2001 can be characterized as
relatively inefficient with respect to investment in physical and human capital.
Changes to this system were and are still necessary to eliminate distortions
that keep the economy from reaching its full potential.

Pro-Growth Changes Since 2001

A number of pro-growth tax initiatives have been proposed and signed into
law by President Bush since 2001. The initiatives enacted include provisions
aimed at reducing the double taxation of corporate profits by lowering the tax
rate on dividends and capital gains; temporary bonus depreciation; expansion
of deductibility of higher education costs; and several smaller provisions
aimed at encouraging investment. Taken together, these reforms reduced the
effect of taxes on investment decisions.

Reducing the Double Tax on Corporate Profits

The Jobs and Growth Tax Relief Reconciliation Act of 2003 (JGTRRA),
proposed and signed by President Bush, reduced the double tax on corporate
profits by lowering the top individual tax rate on dividends and capital gains
to 15 percent through 2008. These changes promoted economic growth by
increasing capital in the corporate sector and improving the allocation of
capital throughout the economy. As shown in Chart 3-3, in the 9 quarters
preceding JGTRRA, real private nonresidential investment fell at an average
annual rate of about 7.5 percent and annual real GDP growth averaged
1.1 percent. In the 13 quarters after JGTRRA was enacted, real private
nonresidential investment grew at an average annual rate of about
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6.9 percent, with annual real GDP growth averaging 3.6 percent. While it is
too early to estimate the full effect of pro-growth tax policy on GDD, recent
estimates suggest that without the tax cuts the economy would have had as
many as 3 million fewer jobs and real GDP would have been as much as
3.5 to 4 percent lower by the end of 2004.

Several studies indicate that prior to JGTRRA, corporations had been
steadily reducing dividend payments. The reason is that the tax system
resulted in a strong tax bias in favor of retained earnings and capital gains.
Since passage of JGTRRA, there has been an increase both in the average
amount of corporate dividend payments (Chart 3-4) and in the percent of
firms paying dividends (Chart 3-5). Reducing the double tax on corporate
profits also slightly reduced tax-motivated incentives for debt finance because
it reduced the effective marginal tax rate on equity finance. As seen in Chart
3-2, the effective marginal tax rate on equity-financed corporate investment
is now about 40 percent, a drop of about 12 percent from the pre-2001 effec-
tive tax rate. While this rate is still substantially higher than the effective tax
rate on debt-financed corporate investment, the relative reduction reduced
the distortion between debt and equity finance.

A major challenge facing this pro-growth change is the impermanence of the
capital gains and dividend tax reductions. Originally scheduled to expire at the
end of 2008, both provisions were recently extended until the end of 2010 in
the Tax Increase Prevention and Reconciliation Act of 2005 (TIPRA). For

Chart 3-3 Real Private Nonresidential Fixed Investment

In the 13 quarters after the President signed JGTRRA into law, real private nonresidential investment grew
at an average annual rate of 6.9 percent.
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these changes to have lasting effects on investment and economic growth, these
pro-growth policies should be made permanent.

Chart 3-4 Dividends per Share
Since passage of JGTRRA, there has been an increase in the average amount of dividend payments.
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Chart 3-5 Percent of Firms in the S&P 500 Paying Dividends
The percent of firms paying dividends has increased following passage of JGTRRA.
Percent

100

95 President Bush signs
JGTRRA (May 2003)

ey

90 r

85 -

80 |

75

70

65

60 F

85 +

50 . L - il i L i L L L L L
1980 1982 1984 1986 1988 1990 1992 1994 1996 1998 2000 2002 2004

Source: Standard & Poor's.

74 | Economic Report of the President



Increasing the Deductibility of Capital Investment

Another pro-growth change proposed and signed into law by President
Bush was the Job Creation and Worker Assistance Act of 2002 (JCWAA).
This act included a provision for temporary bonus depreciation, which allowed
taxpayers an additional first-year depreciation deduction of 30 percent from
taxable income. In 2003, JGTRRA included a modification to the JCWAA
bonus depreciation provision, allowing taxpayers to take a first-year deprecia-
tion deduction of 50 percent from taxable income. Both provisions were
temporary and expired at the end of 2004 because the purpose of these provi-
sions was to provide a temporary investment stimulus to speed economic
recovery and promote short-term economic growth. By allowing investors to
deduct more of the cost of investment from taxable income in the year of
acquisition, these provisions had the effect of lowering by one-half or more
the effective marginal tax rate on qualifying investment.

Removing Distortions to Human Cdpiml Investment

President Bush proposed and signed into law a number of provisions that
reduced tax distortions affecting human capital investment decisions. Among
these provisions were statutory changes that allow households to deduct
(within limits) higher education costs; an expansion of the deductibility of
student loan interest payments; and an expansion of the full deductibility of
employer-provided education expenses to include workers pursuing graduate
school education. Other changes include an increase in the amount of money
a household can contribute to a Coverdell ESA; the removal of tax consider-
ations from higher education costs paid through qualified tuition programs
(Section 529 plans); an increase in the amount of costs eligible for the
Lifetime Learning credit; and an expansion of eligibility for these various
education provisions.

Other Changes

Other changes that have been signed into law by President Bush over the past
5 years are tax credits aimed at encouraging research investment; an expansion
of full deductibility of the acquisition cost of tangible property for small busi-
ness (called Section 179 expensing); full deductibility of brownfields projects;
and full deductibility of certain oil exploration costs. Some of these changes
stimulated investment and greater short-run economic growth. Unfortunately,
the temporary nature of many of these provisions reduces their potential to
stimulate long-run efficiency gains to investment and economic growth.
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Incremental Approaches to a
More Pro-Growth Tax System

Many economists agree that adopting a broad-based consumption tax
would benefit the economy. There is a substantial body of research that esti-
mates the economy-wide growth effects of this broad pro-growth tax reform.
The estimated effects can vary widely depending on the type of model used
and the policy change considered. For example, when considering the transi-
tion to a pro-growth consumption tax, estimates of the short-run increase in
the capital stock range from about 1 percent to about 14 percent, with
estimates of the long-run increase in the capital stock ranging from about
0 percent to about 32 percent. As a result of capital deepening (the increase in
capital per worker), the long-run increase in real gross domestic product
is estimated in the range of about 2 percent to about 8 percent (about
$260 billion to about $1.1 trillion in 2006 GDP).

In the absence of such broad reform and the transition to a consumption
tax base, there are two primary alternatives for adopting a more pro-growth
tax system. One is to allow investors to completely deduct (fully expense) or
substantially deduct (partially expense) the cost of their investments in the
year in which the investments are made. The other alternative is to lower the
statutory tax rate on investment income by reducing or eliminating the tax
rate on corporate income, capital gains and dividends, or a mixture of both.
Both of these approaches would reduce the amount of tax paid on an invest-
ment return, lowering the pretax rate of return necessary to undertake new
investment. If one of the objectives of pro-growth tax policy is to move incre-
mentally to a more efficient, consumption-based tax system, then expensing
does a better job than rate reductions of meeting this objective. Indeed, full
expensing of investment is a necessary component of a consumption tax base.
By contrast, reducing the statutory corporate tax rate or eliminating the tax
on capital gains and dividends could be accomplished under the existing
hybrid tax system.

There are a number of reform options that contain elements of these
approaches. One option is a value-added tax (VAT) that replaces all or part of
the corporate income tax; another, the Growth and Income Tax (GIT),
proposed by the President’s Tax Reform Panel, would lower effective marginal
tax rates on new investment. Other options focus on household saving as a
means to remove investment distortions. However, compared to a VAT or the
GIT, these options would provide relatively less stimulus for domestic growth
within a rapidly expanding global market. The reason is that focusing
on savings incentives tends to ignore the full effects that capital has on
the economy. By reducing taxes on investment, the economy develops
more capital, increasing labor productivity and wages. In addition, reducing
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effective tax rates on investment attracts more foreign investment because
U.S.-based investment would offer relatively higher after-tax rates of return.
(See Chapter 8, International Trade and Investment, for a discussion of the
benefits to the U.S. of foreign investment.) Expanding savings incentives can
provide capital deepening, but it will not encourage greater investment by
foreign investors who do not receive the benefits of the reform. This section
focuses on pro-growth options that would have the greatest impact on
economic growth.

Expensing of Investment

Allowing investors to fully deduct the cost of an investment from taxable
income is called full expensing of investment. As shown in Box 3-1, in the
absence of other taxes, full expensing reduces the tax paid on the normal
return to capital investment to zero, completely removing taxes from the
investment decision. This happens for two reasons. First, all assets face the
same effective tax rate—zero—so that taxes no longer influence the decision
about where or in what to invest. This results in a more efficient allocation of
capital. Second, with full expensing there is no difference between the pretax
and after-tax rates of return to investment. As a result, taxes do not discourage
capital formation.

It is important to note that full expensing is equivalent to not taxing the
ordinary, normal return (or opportunity cost) of new investment. As shown
in Box 3-1, the reason is that full expensing is equivalent to an interest-free
loan on the value of foregone tax liability. To see this result, consider the
example in Box 3-1. Under the income tax, the firm pays $35 in tax on the
cost of the investment, whereas under full expensing the tax liability on the
cost of the investment is zero. Assuming that the pretax return of 10 percent
equals the normal opportunity cost of funds, the deferral of tax liability is
worth $3.50 to the firm, which is exactly equal to the tax on the investment
return. Because the opportunity cost of this loan is equal to the normal return
to the investment, full expensing of investment costs is equivalent to
excluding the normal return portion of capital income from taxation.
However, returns in excess of the opportunity cost (called supra-normal
returns) are still subject to taxation. For our example, if the total return of
10 percent is composed as a normal return of 6 percent and a supra-normal
return of 4 percent, then the deferral of tax liability is worth $2.10 to the firm.
This is equivalent to the firm paying $1.40 in tax, which is a tax of exactly
35 percent on the $4.00 supra-normal return.

Partial expensing of investment occurs when something less than
100 percent of an asset’s purchase price is excluded from taxable income in
the year the asset is purchased. Partial expensing reduces, but does not elimi-
nate, the amount of tax paid on the return to capital investment because costs
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Box 3-1: Investment Returns Under Different Tax Systems:
A Numerical Example

Suppose a firm undertakes an investment in a new machine that
costs $100 and that earns a pretax rate of return of 10 percent. Assume
that the machine does not depreciate in value and that the firm sells the
machine for $110 after 1 year. Under a system with a corporate income
tax and no expensing, the after-tax cost of the machine is $100 because
the firm receives no deduction from taxable income when it purchases
the machine. At the end of the year the firm deducts the cost of the
machine from the firm'’s total income and has a net income of $10. With
a corporate tax rate of 35 percent, the firm pays $3.50 (35 percent of
$10) in tax to the government.This leaves the firm with $6.50 in after-tax
income, and results in an after-tax rate of return of 6.5 percent on its
investment of $100. The corporate income tax creates a 3.5 percentage
point tax wedge between the pretax rate of return (10 percent) and the
after-tax rate of return (6.5 percent) on the investment.

With full expensing, the firm deducts the cost of the machine from
taxable income at the time of purchase. This means the firm's after-tax
cost of the machine is only $65. As before, the firm then sells the
machine at the end of the year for $110. Under full expensing, the entire
$110 is included in taxable income because the firm deducted the cost
of the machine when it was purchased.This means the firm pays $38.50
(35 percent of $110) in taxes and makes an after-tax profit of $6.50. The
firm earns an after-tax rate of return of 10 percent on the $65 invest-
ment, which equals the pretax rate of return. Because the firm is not
taxed on the investment’s return, the result is an effective marginal tax
rate of zero.

In contrast, consider what happens when the government lowers the
corporate tax rate to 25 percent but allows no expensing. The firm sells
the machine at the end of the year for $110 and pays tax of $2.50 (25
percent of $10). As such, the firm’s after-tax rate of return is 7.5 percent
and the tax wedge between the pretax and after-tax rate of return is 2.5
percentage points. Lowering the corporate tax rate reduces the disincen-
tive to invest but does not eliminate it unless the statutory tax rate is
reduced to zero. By comparison, reducing the statutory corporate
marginal tax rate to 25 percent would be equivalent, in terms of the effec-
tive tax rate, to about 38 percent partial expensing of investment costs.

78 | Economic Report of the President



Income Tax versus Pro-Growth Tax: A Numerical Example

Cost of machine
Pre-tax rate of return
Value of asset in 1 year
Corporate rate tax

Income tax:
Net taxable income

= Selling price - Cost of asset
Taxes owed

= Corporate tax rate * Profit
After-tax return

= Net income - Taxes owed
After-tax rate of return

= After-tax return / Cost of machine
EMTR on investment income*

=Tax paid / Investment income

Pro-growth tax:
Expensing
New cost of machine
= Old cost of machine * (1 - corp rate)
Net taxable income
Taxes owed
After-tax return
After-tax rate of return
EMTR on investment income

Corporate rate cut (new rate=25%)
Net taxable income

Taxes owed

After-tax return

After-tax rate of return

EMTR on investment income

$100
10%
$110
35%

$110 - $100 $10
35% * $10 $3.50
$10 - $3.50 $6.50
$6.50 / $100 6.5%

$3.50/ $10 35%

$100 * (1 - 35%) $65
$110

35% * $110  $38.50

$110 - $38.50 - $65 $6.50
$6.50 / $65 10%

$0 /%10 0%

$110 - $100 $10

25% * $10 $2.50
$10 - $2.50 $7.50
$7.50 / $100 7.5%
$2.50/ $10 25%

*Note: EMTR refers to the effective marginal tax rate.
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in excess of those expensed are still subject to the tax depreciation schedules,
resulting in an inefficient allocation of capital.

There are several advantages to adopting full expensing as part of the
current tax system. First, full expensing reduces the tax wedge between the
pretax and the after-tax rates of return on investments, resulting in a more
efficient level and allocation of capital throughout the economy. Second, if
coupled with the repeal of capital gains and dividends taxes, full expensing
completely removes taxes from equity-financed investment decisions. Third,
full expensing reduces distortions that affect the financing of new investment
by reducing incentives to debt-finance investment. Fourth, expensing is an
integral part of many major tax reform proposals, such as a transition to a
VAT, a consumed income tax, or the GIT. Overall, full expensing greatly
simplifies the tax system and is an important step in the transition to a full
consumption tax.

There are two important issues that must be resolved when adopting
expensing as part of the tax system. The first issue is transition costs, which
pertain to how the tax system will treat existing capital, called “old capital,” at
the time of the change. This is important because expensing can place a
potentially heavy tax burden on the owners of existing capital. This tax
burden arises because of the difference in the treatment of new capital (which
can be expensed) and old capital (which does not benefit from expensing). As
shown in Box 3-1, the after-tax rate of return on new investment rises with
full expensing. The increase makes new investment projects relatively more
attractive to investors than purchasing existing capital projects. Consequently,
the relative value of the existing capital at the date of the change must fall in
order for old capital to earn the same after-tax rate of return as an investment
in new capital. The decline in value is equivalent to an unavoidable tax on
existing capital and is considered a transition cost of full expensing.

The second issue is the treatment of interest payments under full or partial
expensing. If expensing is to result in taxes being neutral in investment deci-
sions, interest payments must be taken out of the tax system. Otherwise
expensing could result in negative tax rates and overinvestment in capital.
Removing interest from the tax base means that borrowers cannot deduct
interest payments from taxable income. Similarly, lenders would not include
interest payments in taxable income. The elimination of interest deductibility
would help to equalize the tax treatment of different types of financing and
would reduce tax distortions in investment decisions. However, excluding
financial transactions from taxation could create difficulties for financial serv-
ices businesses and result in opportunities for zax arbitrage—forming or
consolidating businesses to take advantage of the difference in tax rates as the
basis for profit. The taxation of financial services under a consumption tax is
a perennially thorny problem that has yet to admit of an easy solution.
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Reducing Statutory Tax Rates

An alternative to expensing of investment is to reduce statutory tax rates on
investment income. Unless the tax rate is reduced to zero, however, lowering the
statutory tax rate will not completely eliminate distortions affecting capital
investment decisions. As discussed in Box 3-1, the effect of lower statutory rates
on investment is similar to that of partial expensing of investment. Lowering the
statutory tax rate on investment can take many forms—Ilowering the corporate
tax rate, lowering individual tax rates, reducing or eliminating the tax rate on
capital gains and dividends, or some combination of these. All of these alterna-
tives have the effect of reducing tax distortions on investment decisions, but the
economic effects will differ according to which tax rates are reduced.

One of the biggest misconceptions about pro-growth tax policy is that
reducing the statutory corporate tax rate only benefits corporations. The main
problem with this argument is that corporations are pure legal entities that
cannot themselves bear the burden of taxes. It is households, in their role as
owners and users of corporate capital, who benefit from the reduction in
corporate tax rates. As discussed in Box 3-2, corporate tax burdens are distrib-
uted across all households. The long-run effect of reducing the corporate tax
rate is to increase the capital stock, making labor more productive. Ultimately,
reducing corporate taxes benefits labor through higher wages and benefits
capital owners through higher after-tax returns.

An important goal of pro-growth tax policy is to promote a tax system that
does not create distortions that affect the structure of business formation or
business investment. By reducing statutory tax rates for corporations or
households in an uncoordinated way, the tax system can create incentives that
favor certain forms of business. For example, consider reducing the maximum
effective corporate tax rate below the maximum effective individual tax rate.
This would make it relatively more attractive for businesses to incorporate
rather than form as a sole proprietorship or partnership (which pay tax using
individual rate schedules). Consolidating the business and individual tax
bases would reduce or remove taxes from consideration in business decisions.

Reducing individual tax rates can also reduce tax considerations from
capital investment decisions. Perhaps the most direct way to stimulate greater
individual saving and investment is to reduce or eliminate the tax rate on
capital gains and dividends. This is important because even with full
expensing, the effective tax rate on investment is positive as long as there are
taxes on capital gains and investment income. Consider two effects from the
recent reduction in taxes on capital gains and dividends. First, there was an
overall reduction in taxes on corporate income, which stimulated greater
investment. Second, the changes reduced the tax distortion that favored
returns in the form of capital gains. Prior to JGTRRA, the double tax on
corporate income was as high as 42 percent and 61 percent for corporate
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Box 3-2: Who Bears the Burden of Corporate Taxes?

One key tenet of public economics is that businesses do not pay
taxes, people do. Businesses organize capital and labor to produce
goods and services used throughout the economy and consumed by
households. But businesses are owned by individuals, hire individuals
as workers, and sell to individual consumers. While firms remit busi-
ness taxes to the government, it is individuals who bear the burden (or
incidence) of business taxes. Investors may bear the burden through
lower aftertax returns to investment, workers through lower wages,
and consumers through higher prices.

Tax law provides no insight as to who bears the burden of the corpo-
rate tax. A corporation can be viewed as an institution comprised of its
owners and creditors, wage earners, and customers. In this sense,
everyone belongs to the institution, so everyone consequentially bears
some portion of the tax burden. An important question is whether the
tax burden is primarily borne by owners of capital or by labor. In
analyzing the incidence of the corporate tax between capital and labor,
it is important to distinguish between the short-run versus the long-run
burdens. In the short run, increases in the corporate tax are borne by
current owners of corporate capital through a drop in asset values and
by investors through lower after-tax rates of return. In the long run,
labor bears most of the burden of the corporate tax. This is because for
taxes on capital income, an increase in the effective tax rate on new
saving and investment leads to a reduction in capital accumulation.The
resulting decline in the capital-to-labor ratio decreases labor produc-
tivity and leads to a fall in wages.

income distributed as capital gains and dividends, respectively. After
JGTRRA, the double tax on corporate income fell to about 40 percent and
45 percent for capital gains and dividends, respectively. As shown in Charts
3-3 to 3-5, following JGTRRA, real private nonresidential investment rose
substantially, and there was an increase in the average amount of dividend
payments and the percent of firms paying dividends.

Comparison of Effects of Different Pro-Growth Policies

The primary objective of pro-growth tax policy is to stimulate new invest-
ment. New investment leads to a larger capital stock, increases in productivity,
higher wages, and economic growth. Full expensing of investment does a

82 | Economic Report of the President



better job than rate cuts in meeting this objective. As noted above, rate cuts
reduce but do not eliminate the effect of taxes on new investment decisions.
In addition, a tax rate reduction applies to all investments, new and old alike.
By contrast, full expensing is carefully targeted towards removing tax
considerations from new investment decisions.

One method of comparing policies is to estimate “bang for the buck”
measures that show the amount of investment stimulus per dollar of tax cost.
These measures are derived by using sophisticated macroeconomic models to
simulate the effect of pro-growth policy changes, assuming that each policy
change has the same budget effect. As shown in Table 3-2, full expensing
provides investment incentives that are 3.5 times as large per dollar of revenue
cost compared to reductions in corporate tax rates. The reason for this differ-
ence is that much of the revenue cost from statutory rate reductions is from
reducing taxes on existing capital. Because expensing applies to new capital
only, the potential for economic growth is much greater with expensing than
for reductions in the statutory tax rates that have the same revenue cost.

As discussed above, a major issue with expensing is the transition cost
imposed on existing capital. It is possible that during the transition to full
expensing, the government could provide tax relief to the owners of existing
capital. However, the revenue cost of providing this type of transition relief
would require rate increases or other tax changes that could reduce the incen-
tive to invest in new capital projects. Estimates of the cost of transition relief
range from about 1 percentage point to about 6 percentage points of the long-
run increase in real GDP, depending on how and for how long transition relief
is paid. Thus it is possible that providing transition relief to owners of existing
capital could eliminate all of the efficiency gains from adopting a more
pro-growth tax system.

TABLE 3-2.— Effective Marginal lax Rates on Investment

Effective “Bang for the Buck”:
marginal investment incentive
tax rate relative to revenue cost
on investment (present value)
CUITENE TAW 1.t 17%
Policy change:
100% expensing ... 0% 70%
30% expensing ..... 13% 70%
Corporate tax rate lowered to 25% 15% 20%
Tax rate on dividends and capital gains lowered to 10%.... 16% 20%

Source: Department of the Treasury (Office of Tax Analysis).

Chapter 3 | 83



Conclusion

The goal of pro-growth tax policy is to finance a given level of government
services in a way that minimizes the drag imposed on the economy by tax
distortions on investment decisions of households and businesses. Of partic-
ular importance is the effect a tax system may have on capital investment
decisions. Taxing capital in a way that distorts investment decisions can affect
the level, allocation, and financing of new projects. Reducing the tax on capital
income will lead to a larger capital stock and higher standards of living. With
more capital available, labor becomes more productive and real wages rise.

An incremental approach to pro-growth tax policy would be a transition to
a tax system that allows full expensing of capital investment. Research indi-
cates that we could expect up to a 8-percent increase in long-run real GDP
from adopting the pro-growth policy of full expensing. Full expensing
provides relatively more bang for the buck because it targets new investment,
whereas rate cuts benefit old and new capital alike.

Reducing or eliminating distortionary capital taxation leads to a more effi-
cient level and allocation of capital throughout the economy. This increase in
efficiency in turn results in higher productivity, GDP, and standards of living.
While there have been recent changes to a more pro-growth tax system, the
temporary nature of the provisions reduces the long-run impact of these policy
changes on investment and economic growth. Making these changes perma-
nent would ensure a tax system that minimizes tax distortions to investment
decisions that can keep the economy from reaching its long-run potential.
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CHAPTER 4

The Fiscal Challenges Facing Medicare

Social Security, Medicare, and Medicaid are three vital entitlement
programs in the United States that provide people with important
economic security against the financial risk associated with retirement,
disability, and medical expenses. In 2006, the Federal Government spent
$1.1 trillion on these entitlement programs; this amount is projected to grow
to $1.5 trillion by 2012. In the absence of reforms to either raise more
revenue or restrain future spending, excess growth in entitlement spending
will need to be offset by reductions in discretionary spending, putting signif-
icant pressure on other important programs. As history has shown, there is no
uncontroversial way to reform these entitlement programs. Reforms to
increase tax revenue will have negative effects on the economy. At the same
time, it is crucial that any spending reforms preserve the protection against
financial risk that these programs provide. Thus, improving the efficiency of
these programs is crucial to slowing the growth of entitlement spending.

This chapter focuses on Medicare. It begins with a brief overview of the

program and then examines the main reasons for the projected financial pres-
sures facing Medicare. It concludes with a discussion of ways to improve the
efficiency of Medicare spending and thus the long-term financial outlook of
this important program. The key points in this chapter are:

* The projected long-term growth in entitlement spending, including
Medicare, is unsustainable because of the pressures it places on future
Federal budgets and by implication, on the economy.

* Medicare spending is growing quickly, primarily because of the demo-
graphic shift to an older society and the increases in per-beneficiary
medical spending driven largely by new technologies.

* Rewarding providers for supplying higher quality care and improving
incentives for patients to choose higher value care can both increase the
efficiency and slow the growth of Medicare spending,.

Entitlement Spending and Medicare

Social Security, Medicare, and Medicaid are entitlement programs; that is,
individuals who are eligible for these programs are entitled to particular bene-
fits. Social Security provides income to seniors, the disabled, and surviving
spouses and dependents. Medicare provides health insurance to retirees and
the disabled. Medicaid provides health insurance to certain lower income
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groups. Workers and their spouses are entitled to receive Social Security and
Medicare benefits if they make sufficient payroll contributions while working,
and citizens and qualified aliens are entitled to Medicaid benefits if they meet
certain income and other demographic criteria.

Chart 4-1 shows spending on Social Security, Medicare, and Medicaid in
2006 as a percent of the total Federal budget. The $549 billion in Federal
spending on Social Security benefits was 21 percent of total Federal outlays.
The $330 billion in federal spending on Medicare benefits was 12 percent of
outlays. The $191 billion in federal spending on Medicaid was 7 percent
of outlays. Because Medicaid is jointly funded by the Federal and State
governments, State governments also spent about $139 billion on Medicaid.

For those not covered by Medicare or Medicaid, the federal government
also helps with the purchase of private health insurance coverage in a variety
of ways, including the exclusion of employer contributions towards health
insurance premiums from personal income taxes. These tax expenditures are
included in the Federal budget and are estimated to equal $133 billion in
2006. The President’s 2008 budget includes a proposal to replace the existing
exclusion for employer-provided health insurance with a flat standard deduc-
tion to all families who purchase health insurance that meets minimum
requirements for catastrophic coverage, in order to improve the efficiency and
equity of these tax expenditures. The President’s policy proposal is described
in Box 4-1.

Chart 4-1 2006 Government Outlays
Entitlement spending consumes 40 percent of Federal Government outlays.
Billions of dollars

Non-Defense Social Security
Discretionary $549
$525 21%
19%

Medicaid
$191
7%
Department of Defense
$510
19%
Medicare
$330

12%

Interest
$219 Other Mandatory
8% $372

14%
Note: Shaded areas indicate entitlement programs.

Source: Office of Management and the Budget.
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Box 4-1:The President’s Proposal to Improve the Tax Treatment
of Private Health Insurance

The current tax treatment of private health insurance coverage is
both inequitable and inefficient. Employer contributions (and in most
cases, employee contributions) toward private health insurance
coverage are exempt from income and payroll taxes. This is inequitable
because it does not offer the same tax break to families that do not have
access to employment-based insurance and instead purchase a private
plan in the individual health insurance market. It is also inefficient
because it provides a larger tax break to families with more generous
health insurance policies, which in turn can drive the inefficient use of
medical care of low value. For more detail about these inefficiencies,
see Chapter 4 of the 2006 Economic Report of the President.

The President’'s 2008 Budget has proposed reforming the current
open-ended tax exclusion for employment-based health insurance
coverage, effective in 2009, with a flat $15,000 standard deduction for
health insurance to all families (or $7,500 for individuals), whether that
insurance was obtained through their employer or on their own. The
amount of this standard deduction would be independent of the actual
amount spent on the premium, so families who obtain insurance poli-
cies for less than $15,000 (but satisfying a set of minimum
requirements for catastrophic coverage) would still be able to exempt
the full $15,000 of compensation from income and payroll taxes. The
annual increase in the standard deduction for health insurance would
be linked to the Consumer Price Index, and the policy would be roughly
budget neutral.

This policy would reduce inequity in the tax code by providing the
same tax treatment of health insurance purchases to families with or
without access to employment-based health insurance. Those who are
currently insured in the individual health insurance market would see a
reduction in taxes commensurate with those insured in the group
market, and those who are currently uninsured would be given a strong
incentive to purchase coverage. For instance, for an uninsured family of
four with $50,000 in income facing a 15 percent marginal income tax
rate and a 15.3 percent total combined payroll tax, the value of the
$15,000 exclusion would be worth about $4,500, and would thus offset
the cost of roughly half of a health insurance plan costing $9,000.

This policy would also reduce the inefficiency of the current tax treat-
ment of employment-based health insurance. An insured wage-earning
family of four with $50,000 in income currently receives a tax break of
about $3,000 toward a $10,000 policy but about $6,000 toward a

continued on the next page
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Box 4-1 — continued

$20,000 policy, because the current value of their exemption equals
their roughly 30.3 percent marginal tax rate times the actual amount of
the premium. The advantage of the standard deduction policy is that it
provides the same tax treatment to all types of health insurance plans.
While it would provide a strong incentive to obtain at least some basic
level of coverage, it would not encourage families to obtain inefficiently
expensive health insurance that covers low-value services.

Spending on Social Security, Medicare, and Medicaid is projected to
increase and claim an even more significant share of the federal budget in the
future. Examining total spending as a fraction of gross domestic product
(GDP) is especially relevant because this measures the portion of the overall
economy devoted to each particular program. For instance, Social Security
spending was 4.2 percent of GDP in 2005 and is projected to be 6.3 percent
of GDP in 2080. Total Medicare spending was 2.7 percent of GDP in 2005
and is projected to be 11.0 percent of GDP in 2080. Total health care
spending in the United States by private and public sources combined was
16.0 percent of GDP in 2005, equaling almost $2.0 trillion or $6,697 per
person. Although national health expenditures have grown at a slower
rate than the previous year for the prior 3 years, health spending has still
consistently grown at a faster rate than general inflation.

While Social Security, Medicare, and Medicaid share some common
features, each also poses its own opportunities and challenges, warranting
detailed specific analysis. Chapter 5 of the 2002 Economic Report of the
President examined Medicaid coverage for low-income families, Chapter 6 of
the 2004 Economic Report of the President examined Social Security, and
Chapter 4 of the 2006 Economic Report of the President examined health care
spending generally. This chapter focuses primarily on Medicare.

The Basics of Medicare

A primary motivation behind the passage of Medicare in 1965 was that
many of the elderly at the time had no health insurance. Medicare was struc-
tured to mimic the prevalent form of private health insurance at the time,
Blue Cross and Blue Shield. Blue Cross plans covered inpatient hospital serv-
ices, and Blue Shield plans covered physician and hospital outpatient services.
The “Blues” were the basis for separate Part A and Part B plans that reimburse
hospitals and physicians on a fee-for-service basis, respectively. Seniors who
have worked at least 40 quarters in qualified employment are automatically
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enrolled in Part A at age 65. Seniors who lack 40 quarters of employment can
buy into Part A by paying a monthly premium. People under the age of 65
with certain disabilities or end-stage renal disease are also eligible for
Medicare. Enrollment in Part B is optional and requires a premium contribu-
tion, although there is a penalty for not immediately enrolling and the
amount is higher for individuals making more than $80,000 per year. The
Centers for Medicare and Medicaid Services (CMS) administers the Medicare
program by implementing the statutes that determine the form of payments
to hospitals, physicians, and outpatient providers.

Most outpatient prescription drugs were not covered by Medicare until the
implementation of the Medicare Modernization Act (MMA) of 2003, which
created Part D of Medicare. Like Part B, Part D is optional, requires a
premium contribution, and has a penalty for late enrollment. Unlike Part B,
however, Part D is administered by private health insurance plan sponsors.
Seniors have the alternative option of enrolling in a private Medicare
Advantage insurance plan if one exists in their region. These are private health
insurance plans that provide Part A, Part B, and, in most cases, Part D serv-
ices. These plans often provide additional benefits to seniors at lower costs.
The Medicare Advantage program is described in more detail in Box 4-2.

Box 4-2:The Medicare Advantage Program

Approximately 16 percent of Medicare beneficiaries are enrolled in
private managed-care health plans, including primarily health mainte-
nance organizations (HMOs) but also preferred provider organizations
(PPQOs) and private fee-for-service plans.These Medicare Advantage plans
contract with Medicare to provide the services covered by Part A and Part
B and usually offer additional benefits such as relatively lower cost
sharing and additional covered services. Enroliment into these plans is
voluntary but requires that a local plan is available. As of 2006, all
Medicare beneficiaries had the option of enrolling in a Medicare
Advantage plan, including plans that provide prescription drug coverage.

Prior to 1997, Medicare HMOs received a capitated payment based on
95 percent of the average Medicare beneficiary spending in the county,
adjusted only for age, gender, Medicaid enrollment, and disability
status. Studies suggest that healthier beneficiaries were more willing to
enroll in these plans, because HMOs typically place restrictions on care.
As a result, the program increased total Medicare expenditures
because the payments to the HMOs were generally higher than the
actual costs of their enrollees in the fee-for-service program.

continued on the next page
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Box 4-2 — continued

The 1997 Balanced Budget Act eliminated the direct link between
plan payment rates and local fee-for-service expenditures and sought to
expand the types of plans available to beneficiaries beyond the urban
areas where they had generally been available. The 1997 Balanced
Budget Act also mandated the use of risk adjustment to vary the
payments to insurers based upon the health status of its enrollees by
2000. As a result, incentives to engage in wasteful competition for rela-
tively healthier enrollees were mitigated so that insurers would instead
engage in competition to provide higher value care at a lower cost for
all enrollees. Because of some of the limits on the growth in payments
in the 1997 Balanced Budget Act, many private insurers withdrew from
the Medicare market. Enrollment declined by about 25 percent from
1999 to 2003.

The 2003 Medicare Modernization Act expanded the Medicare
Advantage program in two important ways (in addition to changing the
name from “Medicare+Choice” to “Medicare Advantage”). First, the 2003
Medicare Modernization Act increased the payment levels to the plans to
encourage participation across all Medicare Advantage plans. Second,
the 2003 Medicare Modernization Act created new regional preferred
provider organizations that offer a uniform deductible and an upper limit
on out-of-pocket spending to increase both the number of choices avail-
able to Medicare beneficiaries (especially in rural areas) and special
needs plans to target certain beneficiaries (such as those with dual
eligibility, those with chronic conditions, and the institutionalized).

Medicare spending is financed by a combination of payroll taxes, general
revenue, and premiums paid by beneficiaries. Part A of Medicare is financed
by a Hospital Insurance (HI) payroll tax of 2.9 percent. The HI payroll tax is
split evenly between employees and employers, but economists generally
believe the employer tax is ultimately paid by workers in the form of relatively
lower wages. Part A is a pay-as-you-go system in which payroll taxes on current
workers’ wages finance the benefits of those currently retired. If the payroll tax
revenues exceed spending for the year, the difference is placed into the HI Trust
Fund. If taxes are lower than spending, money is withdrawn from the HI Trust
Fund. Parts B and D constitute the Supplementary Medical Insurance compo-
nent of Medicare and are financed by general Federal government revenues
and beneficiary premiums, which are set to equal approximately 25 percent of
total Part B and Part D spending, respectively.
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Nations around the world provide various forms of social insurance for
their elderly populations. One of the purposes of health insurance is to ensure
that people are protected against the financial risk associated with uncertain
medical spending. Economists generally attempt to justify government inter-
vention into private market outcomes by suggesting potential market failures
that may exist in the absence of any government intervention. Many econo-
mists would justify the existence of Medicare (and its government provision
of health insurance for the elderly and disabled) with three potential explana-
tions. The first potential explanation is that many people may lack sufficient
information to plan properly for the financial hardships that would otherwise
arise from expensive medical treatment when they age or become disabled.
Medicare requires workers to pay a premium during their working years
toward future costs and thus the program can be considered a form of forced
savings. In this way, Medicare is similar to Social Security, which requires
people to set aside some of their wages now in exchange for a promise of
income at retirement. But this reason alone is insufficient to explain the
provision of health insurance as opposed to additional income.

A second potential explanation for government intervention in the
provision of health insurance for seniors is to avoid having seniors in poor
health pay considerably more toward their health care. In the United States,
most people participate in health insurance plans through their place of
employment. Most people lose these plans upon retirement. (Private retiree
health insurance plans only cover what Medicare does not.) Because about
40 percent of people at age 65 have at least one serious preexisting chronic
health condition, initiating coverage in a private individual health insurance
market after retirement (under the assumption that the Medicare program did
not exist) would force insurers to charge higher premiums to those in poor
health. Younger people face uncertainty that they may develop a chronic
condition in the future (and thus they would face variable premiums in the
absence of Medicare). This suggests that there may be efficiency gains from
providing future insurance coverage with pooled contributions. (Private
health insurance markets handle this intertemporal uncertainty of developing
a chronic health condition with “guaranteed renewal at class average rates”
provisions that ensure that premiums do not vary with the onset of illness for
those with coverage.)

A third potential explanation for government intervention in the provision
of health insurance is related to the redistribution of resources toward low-
income people. Economic theory suggests that unconditional transfers of
wealth are generally more efficient than in-kind transfers of goods or services
for achieving any desired redistribution. In an ideal world, the poor would use
some of this transferred wealth to purchase health insurance. However, if the
poor believe that society will provide them with additional resources in the
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event of an uninsured loss, they may have an incentive to forego buying
insurance. This precommitment problem, sometimes called the “Samaritan’s
Dilemma,” has been demonstrated to be alleviated by the direct provision of
health insurance rather than a direct transfer of wealth. This economic argu-
ment, however, justifies the subsidization of, or requirement for, insurance
but does not justify a government-run plan.

Increases in Medicare Spending over Time

Projections of Future Medicare Spending and Revenue

Sources of Spending

Since Medicare was created in 1965, total spending on all of its programs
has grown steadily. As noted above, total Medicare spending was 2.7 percent
of GDP in 2005 and is projected to be 11.0 percent of GDP in 2080. These
values for Medicare spending, however, actually understate the total spending
for Medicare beneficiaries because the private payments for cost sharing are
not included. For instance, in 2006, Part A requires individuals to pay $952
of the cost of each hospitalization (this $952 is called a deductible), and Part
B generally requires them to pay 20 percent of the Medicare-approved
payment (this 20 percent is called coinsurance) in addition to a deductible.
Some beneficiaries pay Medicare deductibles and coinsurance amounts from
their own pockets, while others obtain private insurance to cover these costs.
Some of this private coverage is included in employer-sponsored retirement
benefits, while some is provided by directly purchased Medigap plans. Some
low-income Medicare beneficiaries are also eligible for Medicaid. For these
dually eligible people, Medicaid covers most of these cost-sharing amounts
required by Medicare.

Chart 4-2 shows historical and projected private and public spending for
Medicare-covered services as a percentage of GDP for 1966 through 2050.
Including private spending by Medicare beneficiaries and Medicaid spending
on Medicare beneficiaries presents a more complete picture of beneficiaries
total consumption. In 2006, beneficiaries bore about 37 percent of Medicare-
related spending, and about 63 percent was financed by payroll taxes and
general revenues. However, these amounts shown here do not include the
portion of Medicaid spending on long-term care services, such as nursing
homes, because this type of care is not covered by Medicare. More detail
about coverage of long-term care is provided in Box 4-3.
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Chart 4-2 Total Healthcare Spending by Medicare Beneficiaries, 1966-2050
Government and private Medicare spending has grown rapidy and is projected to continue growing.
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Source: Council of Economic Advisers analysis of data compiled from the 2006 Medicare Trustees' Report and the
Medicare Current Beneficiary Survey,

Medicare Solvency

The Medicare program does not have enough projected revenue to cover
projected future spending. Under current projections made by the Medicare
Actuaries and presented in the 2006 Medicare Trustees Report, the Medicare
HI Trust Fund is projected to be exhausted in 2018. The projected 75-year
deficit for the Medicare HI Trust Fund is 3.51 percent of taxable payroll. That
is, the Medicare HI payroll tax would have to be immediately increased from
2.90 percent to 6.41 percent to cover all projected spending over the next
75 years. Alternatively, a reduction in Medicare Part A expenditures by
51 percent would be necessary to make the Medicare Trust Fund solvent. As
a comparison, this Medicare deficit is relatively larger in magnitude than the
Social Security Trust Fund deficit. An increase in the Old Age, Survivors, and
Disability Insurance (OASDI) payroll tax from 12.4 percent to 14.4 percent
or a reduction in Social Security benefits by 13 percent is projected to make
the Social Security program solvent over 75 years.

The Medicare Supplementary Medical Insurance (SMI) program is
considered to be solvent by the Medicare Trustees only because Part B and
Part D spending is required by law to be financed by general revenues.
However, the consequences of increased spending on Medicare SMI may be
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Box 4-3: Long-Term Care

Nine million people use long-term care (LTC) to alleviate the
hardships accompanying old age or disability. LTC is medical care
required over a long period of time by someone with a chronic illness
or disability. An estimated 70 percent of people who reach the age of 65
will need some form of LTC before they die. Medicare does not have a
large LTC component, as it only covers post-acute care in skilled
nursing facilities and some home health care, which total less than
20 percent of all LTC. Private, noninsured spending covers about
25 percent of LTC expenditures, while private insurance pays for less
than 10 percent. Many Medicare beneficiaries obtain LTC after they
have depleted their assets and become eligible for Medicaid. Medicaid
LTC eligibility is often tied to receiving Supplemental Security Income
and having very few assets, but states have the discretion of easing
eligibility criteria. Medicaid covers over 45 percent of all LTC expendi-
tures. About one-third of Medicaid expenditures go to LTC.

The average price for 1 year in a nursing home is $70,000. This cost
is high enough to strain even middle-income families, yet few people
prepare financially for potential LTC expenses. Studies generally
attribute failure to purchase LTC insurance to a lack of awareness about
the potential costs of LTC, the benefits of coverage, and a mispercep-
tion that Medicare covers all LTC. Adverse selection in the market (by
those who expect to use long-term care being more likely to purchase
insurance) results in very high premiums and relatively fewer insurance
companies offering LTC policies. Many seniors forgo obtaining private
coverage and instead become Medicaid-eligible by sheltering their
assets through income annuities, trusts for their children, and asset
transfers to family members. In response to these loopholes, States
and the Federal government have tightened Medicaid eligibility.
Because of the pressure LTC places on State budgets, many policy-
makers believe that changes should be made to LTC administration.

Encouraging the purchase of private long-term care insurance may
be a valuable step in reducing Medicaid spending on LTC while
protecting seniors from poverty. For example, New York currently has a
20 percent tax credit available toward the purchase of LTC insurance.
Such a subsidy should generally make LTC insurance more attractive to
middle-aged people. Medicaid spend-down insurance, which permits
people who purchased and used LTC insurance to keep some assets
and still qualify for Medicaid, could also increase the attractiveness of
private LTC coverage.
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just as dire. Without large reductions in Medicare SMI spending or increases
in taxes, either Federal budget deficits will grow rapidly or dramatic reduc-
tions in spending for other Federal programs will have to be made.
Spending on Medicaid is also funded by general revenues. The elderly and
disabled covered by Medicare account for about one-quarter of Medicaid
enrollees, but they account for about two-thirds of Medicaid spending,
mainly because of spending on acute and long-term care. An additional chal-
lenge for funding Medicaid is the inverse relationship between the proportion
of the population eligible for benefits and the tax base available to fund the
program. During economic downturns, lower personal income causes State
governments with balanced-budget requirements to face the strain of both a
decrease in tax revenue and a higher number of residents who meet the
low-income eligibility threshold and are thus in need of assistance.

Implications for Reform

In light of the mounting fiscal pressures on entitlement spending, it is
critical to increase the efficiency of spending on benefits. Reforms of the
Medicare program should aim to reduce the growth of spending by redi-
recting resources toward the highest value uses and away from inefficient care
of low value. Controlling cost growth while preserving the vital financial and
health protections offered by the program is particularly important in light of
the large negative consequences of raising taxes. An increase in the payroll tax
rate would decrease incentives to work, increase efforts to receive compensa-
tion in forms not subject to taxation, and be a drag on economic growth.

As noted above, Medicare taxes on current workers wages essentially fund
an insurance pool from which benefits are paid on behalf of retired or
disabled workers. A pay-as-you-go system of intergenerational transfers is
consistent with the basic idea behind insurance if the aggregate amount paid
into the pool (in the form of taxes on workers) equals the aggregate amount
of expected benefits to be paid from the pool. In private insurance markets,
policyholders must have confidence that future claims will be covered by the
insurer. To help alleviate consumer concerns, government regulations often
place solvency requirements on insurers that require them to have enough
assets to cover their liabilities. Thus, for Medicare’s pay-as-you-go financing
mechanism to function as a social insurance program, younger generations
must have confidence that the government will indeed meet its future insur-
ance obligations to them. The rapid increase in Medicare spending over time
clearly threatens the confidence that younger generations have in the solvency
of the program. Indeed, a recent survey found that almost two-thirds of
workers are “not too confident” or “not at all confident” that Medicare “will
continue to provide benefits of at least equal value to the benefits received by
retirees today”.
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The next section of this chapter examines the reasons behind this projected
growth in Medicare spending. The average annual growth rate of Medicare
spending is projected to be 2.8 percentage points higher than GDP growth
per year between 2006 and 2040. Part of this increase in spending is due to
growth in the number of Medicare beneficiaries, and part of this increase in
spending is due to growth in real (inflation adjusted) Medicare spending
per beneficiary.

Reasons for the Changes in
Medicare Spending over Time

Increases in the Number of Medicare Beneficiaries

The proportion of the United States population covered by Medicare has
increased over time. This has resulted from the normal eligibility age remaining
fixed at 65 combined with the aging of the population. The aging of the popu-
lation is due to both increased life expectancy and decreased fertility. In 1965,
65-year-old retirees could expect to live for 14.7 more years; by 2006, they
could expect to live for 18.6 more years. In 1965, the fertility rate was 96.3
births per 1,000 females aged 15 to 44; by 2004, it had fallen to 60.7 births.
(These changes in demographics have a similar effect on Social Security.)

The worker-per-beneficiary ratio illustrates the portion of the population
which provides revenue to cover the needed spending on Medicare benefici-
aries. In 1965, there were about 4.6 workers for each Medicare beneficiary. In
2005, there were about 3.8 workers for each Medicare beneficiary. In 2050,
there are projected to be only 2.2 workers for each Medicare beneficiary.

In addition to being affected by long-term increases in longevity and
decreases in fertility, the worker-per-beneficiary ratio during the upcoming
years is also affected by the aging of the baby boom generation, which is made
up of those born between 1946 and 1964. (The baby boom generation can
be viewed as a temporary change in fertility rates.) The baby boom generation
explains the relatively steady worker-per-beneficiary ratio between 1975 and
2005 and the dramatically decreasing ratio between 2010 and 2040. After
2050, most benefits owed to the baby boom generation will have been paid,
and the worker-per-beneficiary ratio is projected to be relatively steady
though 2080 as long as current assumptions hold.

Unlike Medicare, the full retirement age for Social Security is 65 for those
born in 1937 and earlier, and will rise slowly to 67 for those born in 1960 or
later. However, the effect of increasing the eligibility age for Medicare would
not have a very large effect on total Medicare spending, because Medicare
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spending increases with age as people become less healthy. For instance, while
people ages 65 and 66 represent about 9 percent of the Medicare population,
they are the recipients of only about 4 percent of total Medicare spending.

Increases in Spending per Beneficiary

Real growth in Medicare spending per beneficiary has averaged about
4 percent per year between 1996 and 2006, roughly 2 percentage points
greater than real per capita growth in GDP. For the Medicare Trustees Report,
the Medicare actuaries assume that the annual growth rate of Medicare
spending per beneficiary during the period between 25 and 75 years from
now will decrease to equal the growth rate of GDP per capita plus an average
of 1 percentage point. In addition to this so-called “intermediate” assump-
tion, these actuaries also consider a “low-cost” assumption, in which annual
Medicare spending growth equals per capita GDP growth and a “high-cost”
assumption, in which annual Medicare spending growth equals per capita
GDP growth plus 2 percentage points.

One way to evaluate the affordability of these projected increases in
Medicare spending is to consider the effect of applying this growth rate to
overall medical spending in the United States and examine the resulting
growth in consumption of all other goods and services in the future economy
(that is, nonmedical consumption). One study estimated that applying the
intermediate assumption of long-term medical spending growth, equal to the
growth rate of per capita GDP plus 1 percentage point, would still result in
positive real growth in the level of nonmedical consumption over the next
75 years. However, the high-cost assumption of long-term medical spending
growth, equal to the growth rate of per capita GDP plus 2 percentage points
(and, as noted above, roughly equal to the growth rate of Medicare spending
in recent history), would cause the level of real nonmedical consumption to
increase only until year 2040 and decrease thereafter. During the period
between 2010 and 2040, an average of over 60 percent of the annual increase
in income would be allocated toward health care spending.

Research suggests that most of the increase in medical spending over time
has been driven by the advent of new technologies. New technologies make
available new treatments, some of which are more effective than others.
Research also suggests that the increased medical spending has, on average,
resulted in improvements in health with additional value exceeding the addi-
tional costs. For instance, the real cost of treating heart attacks increased by
about $10,000 for Medicare beneficiaries between 1984 and 1998, driven
by technological advances such as catheterization and angioplasty. Life
expectancy for heart-attack patients increased by about 1 year during this
same period. Although it is difficult to measure the value of human life and
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it is not clear that this relationship is causal, an estimate of the value of these
added health benefits is about $70,000, far in excess of the added costs.

Economists have suggested that an increase in medical spending over time
is not necessarily problematic, in and of itself, so long as the marginal bene-
fits exceed the marginal costs. A simple cross-national comparison of the
fraction of GDP devoted to health care spending suggests that the United
States is a high-expense outlier relative to other developed countries.
However, it is plausible that the marginal benefits of improved health are
dependent on income, so that as a country’s GDP increases, it may be rational
for that country to devote a relatively higher share of its GDP to health care.
This perspective suggests that it may make sense for the United States to
spend more than other countries because it has higher per capita income and
health care can be a valued use of those higher resources.

Improving the Efficient Allocation
of Resources in Medicare

The remainder of this chapter considers ways to improve the efficiency of
spending in the Medicare program, in order to slow the projected growth in
spending. Policymakers face the challenge of enacting policies that limit inef-
ficient health care spending but do not limit efficient health care spending or
the development of beneficial new technologies. This section begins by
providing several examples of sources of inefficiency in health care spending
and concludes by suggesting several ways to improve the incentives that
providers and Medicare beneficiaries face. Improving the efficiency of health
care spending is critical to improving both the long-term fiscal strain on the
Medicare program and the quality of care to patients, and it is likely that a
multipronged approach will be necessary.

Inefficient Health Care Spending

While some of the greater health care spending may be attributed to
technological improvements that enhance the quality of care and to increases
in national wealth, there are also many findings that are consistent with some
degree of inefficiency associated with relatively higher health care spending.
Health outcomes in the United States are often not substantially better than
those in other developed countries that spend far less on health care. The
Rand Health Insurance Experiment found that increased medical spending
led to only limited health improvements. The Dartmouth Atlas of Health
Care shows wide variations in Medicare spending within the United States
without associated variation in health or health outcomes.
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It may, at first, appear to be difficult to reconcile the research findings that
new technologies over time produce valuable health benefits with the research
findings that higher spending does not yield better outcomes. It is likely that
there is significant overconsumption of health care that provides little
marginal benefit. Consider a costly new technology that provides very large
health benefits to specific patients in need. Suppose, however, that it is also
consumed by patients who benefit very little from the treatment. If the bene-
fits to “appropriate” patients are very large, the increase in spending over time
on both “appropriate” and “inappropriate” patients combined can still imply
that the new technology is cost effective. However, because some “inappro-
priate” patients also receive the treatment, some of the variation in spending
is due to inefficiency. If this characterization is accurate, the technology is not
as cost effective as it should be.

This overconsumption of health care is frequently thought of as being
caused by poor incentives such as overly generous health insurance coverage.
That is, patients often face marginal prices for costly treatments that, due to
insurance coverage, are lower than the true marginal costs of treatment. (More
detail on optimal forms of private health insurance and the effect of increasing
cost sharing by consumers is provided in Chapter 4 of the 2006 Economic
Report of the President.) The presence of generous health insurance may
also influence the research and development of certain technologies with
questionable cost effectiveness.

There is also evidence of significant underuse of valued health care. For
example, there is a large body of medical literature demonstrating the cost
effectiveness of beta blockers for patients recovering from a heart attack. Due
to their effectiveness, they are prescribed in over 90 percent of cases. However,
studies have shown that persistence in use of beta blockers declines rapidly
even in the first year of treatment. Moreover, the U.S. Preventive Services
Task Force recommends that all women over 40 receive mammograms every
1 to 2 years, that all adults over 50 receive regular colorectal screenings to
detect colon cancer, and that all adults over 50 receive annual immunizations
against influenza. Compliance, however, is low: 68 percent of women receive
recommended mammograms, 35 percent of adults receive recommended
colorectal cancer screenings, and 65 percent of adults over 65 receive annual
influenza vaccines.

These data suggest that there are two main ways in which the efficiency of
Medicare spending could be improved, because there is both a relationship
between the insurer and beneficiaries and a relationship between the insurer
and providers. One is to encourage the use of cost-effective care that is
currently underconsumed. Medicare now covers an initial preventive physical
examination and many preventive screenings, but there are still potential
improvements to be made. Policies to achieve this goal should aim to improve
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the incentives for health care providers and insurers to provide high-quality
care. A second way to improve the efficiency of Medicare spending is to
discourage the use of ineffective care that is currently overconsumed. Policies
to achieve this goal should aim to improve the incentives that Medicare bene-
ficiaries face regarding their consumption of care. More detail on these
policies is provided in the next two sections.

Better Incentives for Health Care Providers and Insurers

Medicare generally pays providers of the same service the same fee, regard-
less of the quality of care. If hospitals and physicians were paid amounts that
reflected objective measures of the quality of care provided, with differential
payments tied to higher quality and more efficient care, ideally many prob-
lems of underuse and misuse of care could be reduced. In practice, while “pay
for performance” holds a great deal of promise, it may be difficult to fully
implement because of the complexity of producing objective measures of
quality. For instance, tying payments to process measures—such as rewarding
cardiac physicians based on the proportion of their heart attack patients using
beta blockers—may cause providers to place too much emphasis on limited
aspects of providing high-quality care. Alternatively, tying payments to
outcomes measures—such as rewarding cardiac surgeons whose patients have
lower post-discharge mortality rates—may cause providers to face perverse
incentives to avoid treating high-risk patients most in need. Adequate pay-
for-performance measures will require sophisticated techniques to control for
underlying differences in patient health, which highlights the importance of
developing systems to collect detailed information about the kind of care that
patients receive. With the advent and adoption of better health information
technology and the development of rigorous and well-tested measures, using
pay-for-performance techniques to reimburse providers may become a vital
contributor toward higher quality and more efficient care.

High-quality health care may also be encouraged by providing patients
with valuable information so they may compare various providers to one
another. Competition among health care providers may improve incentives to
provide high-value care in two ways: higher quality and lower price. If
patients have access to the providers’ price and quality information, they will
have incentives to choose those providers with the highest value of care, and
physicians and hospitals will have strong incentives to reduce their fees and
improve the quality of care to attract more patients. There are two parts of
Medicare where this kind of information is available and these incentives are
in place. Private Medicare Advantage plans have strong incentives to offer
higher quality care at lower beneficiary premiums to encourage enrollment.
The new Part D prescription drug benefit provides information about the
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price of prescriptions by plan and by pharmacy, provides access to customer
service information by plan, and also benefits from price competition among
insurers. More detail on the structure of and experience with the new

Medicare Part D benefit is provided in Box 4-4.

Box 4-4: Medicare Part D Prescription Drug Benefit

The Medicare Part D prescription drug benefit went into effect
January 1, 2006, as a result of the 2003 Medicare Modernization Act.
Prior to that date there was almost no coverage for outpatient prescrip-
tion drugs in Medicare, except in Medicare Advantage plans. (Part B
does cover drugs in certain instances.) Part D beneficiaries may now
enroll in their choice of plans in their region. In 2007, the 34 regions will
offer between 45 and 66 standalone prescription drug plans at different
prices with varying levels of coverage at or above the minimum benefit
package. If an individual seeks greater benefits, they will generally pay
a higher premium. Individuals with incomes below 150 percent of the
Federal Poverty Level who meet eligibility requirements receive addi-
tional assistance in the form of reduced premiums, deductibles, and
coinsurance. The premium subsidies are on a sliding scale to better
target those with the lowest incomes. By June of 2006, over 38 million
Medicare beneficiaries had some form of prescription drug coverage.

One important feature of the Part D program is the competitive
premium bidding process by insurers. Each year insurers submit
premium bids for the following year to Medicare. These premium bids
are weighted by enrollment to determine the weighted average bid; this
amount is referred to as the benchmark premium. The basic premium
that nonpoor Medicare beneficiaries pay for a specific plan is the differ-
ence between the plan’s bid and 75 percent of the weighted average bid
(that is, the federal direct subsidy). Some low-income beneficiaries are
automatically enrolled in plans whose premiums are at or below the
regional enrollment-weighted average. Thus, there are significant
incentives for insurers to submit low bids. Early projections suggested
that the average premium in 2006 would be $37 per month, but
premiums ultimately averaged $24 per month. In 2007, the average
premium is expected to remain about the same.

Competitive bidding appears to be a successful model for providing
low costs to both beneficiaries and the government without govern-
ment interference in determining drug prices. Satisfaction with the Part
D program is high. Several surveys have shown that at least 75 percent
of enrollees are pleased with the Part D benefit.
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Better Incentives for Medicare Beneficiaries

In addition to the competition induced by the new Part D benefit, its
pricing structure and associated subsidy for premiums provide good incen-
tives for Medicare beneficiaries to obtain relatively more efficient forms of
insurance coverage. Because the Federal subsidy toward the prescription drug
plan is generally a fixed proportion of the average premium bid each year,
beneficiaries receive the additional benefits of choosing plans that are less
generous than the average benchmark plan. Thus, beneficiaries appropriately
receive the full marginal benefits from either a higher amount of cost sharing
or a more restrictive list of covered medicines. This mechanism for having
Medicare beneficiaries pay lower amounts for less generous coverage therefore
improves the incentives for insurers to design more optimal products.

A potential downside to this mechanism for determining beneficiary
premiums, however, is that it could lead to relatively higher premiums for
people with higher expected expenses due to chronic health conditions if
these high-risk people gravitate toward plans with relatively more generous
benefits. As a result, these plans’ higher premiums would reflect a relatively
sicker pool of people covered by the plan, in addition to the underlying value
of more generous benefits. However, these potential problems can be allevi-
ated by the use of risk-adjusted payments to plans, as described in Box 4-2.

This mechanism for determining the premium contribution toward
different plans, currently in place for Part D, could potentially be applied to
the entire Medicare program. Providing beneficiaries with a choice of compre-
hensive plans and having the premium contribution for each plan vary in
relation to a benchmark plan has potential for improving the efficiency of
overall Medicare spending. A key difference between Medicare Part D and the
entire Medicare program, however, is the combination of the government-run
fee-for-service and Medicare Advantage components of the latter. This bench-
mark mechanism is likely to be successful only if the same premium
contribution is made toward both the fee-for-service component of Medicare
and the private Medicare Advantage plans, putting them on equal footing.
Just as described above, this mechanism for determining premium contribu-
tions would cause beneficiaries to receive the appropriate marginal benefits
when choosing plans with levels of coverage that are less generous than the
benchmark plan. It could therefore help to allow beneficiaries to determine
the optimal forms of out-of-pocket cost sharing and the optimal adoption of
new technologies over time. These two specific issues are explored below.

Premiums versus Out-of-Pocket Payments

The level of out-of-pocket cost sharing that would induce beneficiaries to
consume the optimal level of care is difficult to determine. The share of out-
of-pocket spending that will lead to an efficient amount of care would be set
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at the level at which the marginal cost of being exposed to more financial risk
through relatively more cost sharing is less than the marginal benefits from
reducing the overconsumption of medical care resulting from relatively more
cost sharing. In practice, it is difficult to quantify these competing interests.
Nevertheless, Medicare currently may be missing this balance at both the
high-cost and low-cost extremes. Medicare currently does not provide protec-
tion against certain catastrophic health care costs (except in some Medicare
Advantage plans). For example, there is increased beneficiary cost sharing
after a hospitalization exceeds 60 days, and a cessation of benefits after
120 days. While these upper limits on benefits presumably have the advan-
tage of reducing incentives to over consume, they appear to expose
beneficiaries to excessively high levels of financial risk.

While many seniors have private retiree health or Medigap plans to cover
Medicare’s gaps in catastrophic coverage, these plans also frequently cover
the first-dollar cost sharing, such as the hospitalization deductible and the
20 percent of physician fees. These plans limit the cost-consciousness of
consumers and therefore increase total spending. However, neither insurers
nor consumers bear the full marginal costs of the increased spending induced
by these generous Medigap plans, because Medicare covers most of the
increased spending.

If beneficiaries were to receive the marginal benefits of less generous
coverage in a way that puts the fee-for-service component and the Medicare
Advantage component on equal footing, there would be improved incentives
for private plans to offer and beneficiaries to select plans with more efficient
levels and forms of cost sharing. Beneficiaries, rather than Medicare adminis-
trators, should be the ones to decide the optimal mix of deductibles,
coinsurance, and out-of-pocket maximums that best meets their needs and
preferences under neutral incentives.

Appropriate Levels of Spending Over Time

If Medicare beneficiaries were to receive the marginal benefits of choosing
a more efficient plan, the incentives to adopt costly new technologies would
be improved over time. As noted earlier, costly new technologies are efficient
if the value of the additional benefits from improved health exceed the
additional costs of that technology. People may not be willing to spend a great
deal of money on new treatments with very minor benefits. If Medicare bene-
ficiaries were to receive the marginal benefits when selecting less
technology-intensive plans that delivered higher value care at lower cost, the
adoption of new technologies by health plans over time would be driven
by whether new technology delivers substantial enough health benefits. As a
result, consumers, rather than the government, would decide the extent to
which health care spending should increase over time.
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Conclusion

Medicare has significant long-term unfunded obligations. Although Social
Security spending is currently much greater than Medicare spending, the
unfunded obligation for Medicare is much greater than that for Social Security.
Eliminating the projected 75-year actuarial deficit for Medicare Part A would
require an immediate 3.51 percent increase in the HI payroll tax or a reduc-
tion in projected Medicare expenditures by 51 percent. Projected increases in
Medicare Supplementary Medical Insurance (SMI) funding may appear less
transparent because they are funded out of general revenues, but the economic
significance of these obligations for Medicare SMI is just as great.

Policymakers face the challenge of reducing the growth of Medicare
spending while preserving access to life-saving health care and the important
financial protections that Medicare provides, and they cannot do so without
ensuring that Medicare funds are spent more efficiently. Increases in Medicare
spending over time are driven by an increasing population of aged Americans
and increasing per-beneficiary spending on health care. While much of the
increase in medical spending over time is driven by valuable new technologies,
there also appear to be significant inefficiencies in the system. Therefore,
future policies to control the growth in Medicare spending should target the
sources of inefficient spending but not discourage the use medical care that is
costly but delivers greater health benefits. This tension is the primary
dilemma that policymakers face.

Policymakers may want to consider restructuring Medicare so that the
direct spending by Medicare beneficiaries, in the form of premium contribu-
tions and out-of-pocket spending for medical care, yields a more efficient
allocation of resources. Revising the Medicare fee-for-service program and the
Medicare Advantage program to be more like Part D with a fixed-dollar
subsidy provided toward the premium, has the potential for improving incen-
tives for Medicare beneficiaries to consume optimal levels of care. When
individuals receive the full benefits of selecting less expensive coverage, they
will be more likely to select plans with optimal arrangements that balance
both financial protection and technological adoption.
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CHAPTER 5

Catastrophe Risk Insurance

nsurance plays a vital role in America’s economy by helping households and

businesses manage risks. Individuals purchase insurance so they can sleep

well at night; they gain comfort from the knowledge that they and their fami-
lies are protected from some of the adverse effects of future events beyond their
control. Businesses purchase insurance for much the same reason. It allows
them to reduce the uncertainty associated with future costs and revenues,
which enables them to plan for the future more effectively. Today, one can
purchase insurance protection against a myriad of economic hazards, from
poor health to motor vehicle accidents to legal liability to lightning strikes.

Insuring economic losses arising from large-scale natural and manmade

catastrophes such as earthquakes, hurricanes, and terrorist attacks poses
special challenges for the insurance industry and for Federal and State govern-
ments. This chapter examines the economics of catastrophe risk insurance. It
draws the following main conclusions.

* In insurance markets, as in other markets, prices affect the way people
weigh costs and benefits. Insurance prices that are artificially low can
discourage people from adequately protecting against future losses. For
example, subsidized property insurance prices may stimulate excessive
building in high-risk areas, potentially driving up future government
disaster relief spending.

* Government intervention in insurance markets can have unintended
consequences such as limiting the availability of insurance offered by
private firms.

* Private insurers manage catastrophe losses by being selective about which
risks to insure, by designing insurance contracts to provide incentives for
risk-reducing behavior, and by charging prices that are high enough to
enable them to diversify risk over time or transfer risk to third parties.
By adopting private sector risk management and pricing practices,
government insurance programs could reduce the burden they impose
on taxpayers and minimize negative effects on private insurance markets.

The Economics of Catastrophe Risk Insurance

In the United States, insurance is provided through a variety of private and
public entities. Insurance companies owned by investors or policyholders
sell insurance in the private sector. State-sponsored insurance pools have
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characteristics of both private and public entities. They are typically owned by
a group of private insurers, but they are governed under charters that grant
them special rights and impose responsibilities not required of private
insurers. Finally, the Federal Government operates at least 135 different
programs that provide insurance-like benefits to individuals and businesses.

To understand how insurance works, imagine a large group of homeowners
scattered throughout the country, each of whom faces a risk of property
damage from a variety of identified hazards such as fire or severe weather. The
likelihood that any particular member of the group will experience a loss is
low, but the economic costs to that individual, should a loss occur, are signif-
icant. Each member of the group can reduce uncertainty about future
economic losses by agreeing to pool risk with other members. One way of
accomplishing this is through a mutual insurance agreement. At the begin-
ning of the year, each member agrees to make a payment, called an insurance
premium, into the pool. In exchange for their premiums, members are allowed
to file claims with the pool should their houses incur damage from a covered
hazard. Even if the insurance pool has no other resources, as long as the total
value of premiums paid into the pool is at least as large as the value of insured
losses over the year, all property damage will be fully covered. In this way,
members of the pool gain security through diversification. Because any
member’s losses are paid for with premiums collected by all members, no
member faces uncertainty about how much he will have to pay to cover
property damage in the coming year.

The process of evaluating a risk exposure, determining whether or not to
insure it, and setting terms and conditions for any insurance provided is called
underwriting. Through underwriting, insurance providers seek to tie the
premiums charged for insurance policies to the risks those policies cover.
Effective underwriting serves an important social function, because when
insurance prices accurately reflect underlying economic costs they can
encourage a more efficient allocation of scarce resources. For example,
suppose a member of a coastal community must decide where to build a new
home. She may prefer to live as close to the ocean as possible, but a home
located nearer the ocean may be exposed to a higher risk of damage from
windstorms and flooding. If homeowners’ insurance premiums are appropri-
ately risk sensitive, then she will need to determine whether the benefits of
living closer to the ocean are worth the cost of higher insurance premiums.

Underwriting is critical to the efficient functioning of insurance markets.
In general, insurance markets function best under the following conditions:

1. Either all members of a pool face similar risks, or differences in risks

can be observed and incorporated in insurance premiums.

2. Insurance does not dissuade those who are insured from avoiding risks.

3. The total value of insured losses for a pool can be forecast with precision.

106 | Economic Report of the President



In many insurance markets, one or both of the first two conditions may not
hold. Violations of the third condition are a particular feature of catastrophe-risk
insurance markets. Through effective underwriting, insurers can reduce, though
perhaps not eliminate, problems that arise when these conditions fail to hold.

Effective Underwriting Reduces Information Problems

Insurance markets may fail to work effectively when differences in the risks
faced by policyholders cannot be incorporated in insurance premiums. To see
why, consider again the example of homeowners pooling risk. Suppose now
that there are two types of homeowners: those who live in coastal areas that
are at relatively high risk for windstorms and floods, and those who live in
inland areas at lower risk for these hazards. If all homeowners were charged
the same insurance premium, and if premiums were set equal to the average
loss rate for all homes, then homeowners in inland regions would rightly feel
that they were being overcharged. They face less risk from windstorms and
floods than owners in coastal regions, yet they are asked to pay a premium
equal to average losses for a pool that includes houses in both regions. Owners
living in coastal areas would be attracted to the pool because it offers insur-
ance at a premium that does not reflect their homes’ higher risk. If the
insurance policy were offered to all homeowners, a disproportionate share of
those in coastal regions would accept the policy, while a disproportionate
share of those living inland would seek insurance elsewhere or would choose
to go without insurance. As a result, the average loss for those who chose to
participate in the pool would be higher than the premium charged.

This example illustrates a general property of insurance contracts which
economists call adverse selection. When premiums do not reflect differences in
risk that are known to potential policyholders, insurance pools tend to attract
members who are at greatest risk for the hazards covered. The solution to this
problem is to charge policyholders with different risk exposures different
premiums. In the example above, adverse selection could be avoided if home-
owners in inland areas were charged lower premiums than those in coastal
regions. Insurance providers generally try to set premiums commensurate with
risk, but this is not always possible. In some cases it may simply be too costly
for an insurance provider to identify differences in risk, but, as discussed later
in this chapter, efforts by policymakers and insurance regulators to keep
premiums for some high-risk policyholders low can also play a role.

Inefficiencies can also arise when insurance discourages those who are
insured from taking actions to reduce potential losses. Consider the incentives
faced by a homeowner thinking about how best to prepare for future wind-
storms. Many homeowners can reduce the damage caused by windstorms by
installing storm shutters, but storm shutters are costly. If a homeowner is fully
insured against the economic losses arising from future windstorms, she may
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be less likely to purchase shutters. The tendency of those who are insured to
work less hard to avoid losses is called moral hazard.

Insurance providers are well aware of the potential for moral hazard, and they
attempt to address it through effective underwriting. Many insurance policies
only cover losses in excess of a specified amount called a deductible, or they
require that policyholders pay a fixed share of any losses incurred. By insuring
some, but not all, economic losses, these types of policies strengthen policy-
holders’ incentives to work to reduce the risks they face. Insurers may also
require that specific action be taken as a precondition for receiving coverage,
or they might provide pricing incentives for risk-reducing investments. For
example, an insurer might refuse to cover windstorm risks for homes without
storm shutters, or it might charge those homeowners a higher premium.

Catastrophe Losses Are Difficult to Forecast

Adverse selection and moral hazard problems are common in many insur-
ance markets. Catastrophe risk insurers face an additional challenge, which
arises from the fact that the total value of losses for a pool of insured proper-
ties or individuals is often exceptionally difficult to predict.

Forecasting annual losses from hazards like automobile accidents that only
affect one or two members of a pool at a time is much easier than forecasting
losses from large-scale catastrophes such as floods, hurricanes, or terrorist
attacks. When the losses incurred by individual members of an insurance pool
are more or less independent of one another, the average loss rate per policy
is likely to be stable over time. Chart 5-1 illustrates this point by showing the
annual nationwide accident rate per 100,000 registered passenger cars. While
the accident rate has gradually declined over the past 15 years, it changes rela-
tively little from year to year. It is difficult to predict whether any particular
vehicle will be involved in an accident, but based on the data presented we
can forecast with high confidence that about 4.5 percent of all passenger cars
will be involved in some kind of accident over the next year. Because large-
scale catastrophes have the potential to affect many members of an insurance
pool simultaneously, spreading risk across a large number of members may
not be sufficient to ensure that average losses per policy are stable over time.
Compare Chart 5-1 with Chart 5-2. Chart 5-2 reports the number of loss
claims filed per 100,000 homes and businesses insured for flood losses under
the Federal Emergency Management Agency’s National Flood Insurance
Program (NFIP). Flood losses are not independent of one another; a single
flood event can damage hundreds or even thousands of properties. Even
though the NFIP insures a pool of millions of properties, the average loss rate
per policy varies considerably from year to year.
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Chart 5-1 Annual Accident Rate for U.S. Passenger Cars
Automobile accident rates have fallen over time, but change relatively little from year to year.
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Chart 5-2 Annual Claim Rate for Properties Covered by the National Flood Insurance Program
Flood-loss claim rates vary considerably from year to year.
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In some catastrophe-risk insurance markets, forecast accuracy also suffers
from a lack of relevant historical data and experience. This is a particular
problem when catastrophes are rare, and when the character of those events is
likely to change over time. For example, U.S. commercial property and casu-
alty insurers had almost no experience forecasting losses from large-scale
terrorist attacks prior to September 11, 2001. A recent report by the
President’s Working Group on Financial Markets on the availability and
affordability of insurance for terrorism risk found that while modeling of
terrorism risk has improved since 2001, insurers continue to have limited
confidence in the models they use for evaluating this risk exposure.

When annual losses for a pool can be forecast with reasonably high
precision, it is relatively easy for an insurance provider to manage risk. As long
as its underwriting procedures ensure that the average premium paid by
members of the pool is at least as large as the average loss rate per member, it
is likely that in any given year total premium revenues for the pool will be
sufficient to pay all claims. If, as in our automobile accident example, losses
are independent across members of a pool, increasing the size of the pool
actually makes it easier for an insurer to manage risk, because the more
members that are included in the pool, the more stable will be the average loss
rate per member.

Losses from catastrophes are not independent across exposures, and therefore
they are much more difficult to manage. A severe hurricane, for example, can
cause damage over tens of thousands of square miles, so even if an insurer
provides windstorm coverage for properties scattered throughout a state, average
losses per property are likely to be exceptionally high in hurricane years. Since
catastrophes are infrequent but costly, annual premium revenues for a pool of
exposures that exceed the value of claims in most years may not be sufficient to
pay all claims in those rare years when a severe event occurs. Insurance providers
work to address this problem by pooling risk across time or by diversifying the
risk exposure more broadly by sharing it with other insurers.

Managing Catastrophe Losses

One way to manage the financial risk of insuring catastrophe hazards is to
retain a portion of excess premium revenues collected in years when losses are
low to pay claims in years when catastrophes generate large losses. Equity
capital set aside to pay potential claims is called surplus. In practice, building
surplus large enough to pay catastrophe losses can be difficult for private
insurance companies. Owners of insurance companies expect to earn a market
rate of return on their equity investments, including equity held as surplus to
cover future claims. Moreover, income flowing from insurance company
assets is subject to corporate income tax that effectively adds to the cost of
accumulating and holding surplus.
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An alternative to using surplus to cover catastrophe losses is to transfer risk
to third parties. Some insurers transfer risk directly to capital market partici-
pants such as hedge funds and institutional investors (Box 5-1). More
commonly, insurers negotiate risk-sharing agreements with specialized insur-
ance companies called reinsurers. Reinsurers are internationally diversified
companies that make a business of selling insurance to primary insurers. In a
typical reinsurance arrangement, a primary insurer pays a fee to a reinsurance
company that agrees to cover some of the insurer’s costs in the event that
claims exceed a prespecified threshold. In essence, reinsurance arrangements
work much like other types of insurance. Through reinsurance a primary
insurer subject to the risk of high claims caused by a catastrophe can pool its
risk with other primary insurers that are exposed to different hazards. As with
other types of insurance, problems of adverse selection and moral hazard can
impede the efficient functioning of reinsurance markets.

Box 5-1: Catastrophe Bonds and Sidecars— Accessing Financial
Markets to Better Manage Catastrophe Risks

Though reinsurance agreements between primary insurers and
specialized reinsurance companies remain the most popular method
for transferring and pooling risks posed by large-scale catastrophes, the
capital available to reinsurers is only a tiny fraction of the total capital
invested in financial markets. By one estimate, reinsurance companies
worldwide had accumulated about $400 billion in shareholder funds by
year-end 2005, which is only about 1 percent of the market capitaliza-
tion of the world’s public equity markets. To spread catastrophe risks
more broadly, financial markets have developed mechanisms to allow
investors who do not directly hold shares in insurance companies to
assume some of the catastrophe risk exposure of primary insurers or
reinsurers in exchange for an appropriate investment return. Two
notable examples are catastrophe bonds and “sidecars.”

Catastrophe bonds (CAT bonds), also called “acts of God” bonds, are
risk-linked securities that offer a return to investors similar to that on
high-yield corporate junk bonds. In a typical CAT bond transaction, a
firm that wants to transfer some risk to outside investors issues a bond
and invests the proceeds in safe securities. If a specified catastrophe
event occurs, the proceeds from the bond issue are released to the
issuer. If no event occurs during the term of the bond, the principal is
returned to investors. Payouts from CAT bonds are often tied to
industry-wide loss estimates or defined catastrophe events such as
whether or not a hurricane makes landfall on a particular stretch of
coastline. Because these types of events are presumably beyond the

continued on the next page
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Box 5-1 — continued

control of the bond issuer, investors are protected from moral hazard.
A drawback of these types of CAT bonds, however, is that they do not
protect the issuer against all possible catastrophe losses. For example,
an insurer that issues a bond with a payout tied to a hurricane event
could be exposed to large losses from a tropical storm that does not
meet the definition of a hurricane.The market for CAT bonds has grown
rapidly over the past decade, though the value of bonds outstanding
remains small relative to the value of insured losses in recent catas-
trophe events. About $4.9 billion in CAT bond capital was outstanding
as of year-end 2005, a 21 percent increase over the 2004 level.

Sidecars provide an increasingly popular alternative to CAT bonds.
A sidecar is a special-purpose financial entity, usually designed to last
2 to 3 years. Under a sidecar arrangement, a group of investors part-
ners with an existing reinsurance company: the investors provide the
necessary funds for deployment and the reinsurance company
contributes its infrastructure, business relationships, and the skills of its
staff. Sidecar investors receive a portion of the reinsurance company’s
premium revenue from a particular reinsurance contract or line of busi-
ness, and the reinsurer gains access to the investors’ capital to cover
potential catastrophe losses. Through sidecars, investors can decide to
assume particular catastrophe risks without being exposed to all of the
risks covered by a given reinsurance company. Sidecars have helped
Bermuda-based reinsurance companies to expand their capacity to
cover catastrophe risk exposures in the United States despite incurring
significant losses in 2005. About $2.5 billion in capital was reportedly
raised through sidecars organized with Bermuda reinsurers from
December 2005 to June 2006.

Through CAT bonds, sidecars, and other innovative financing
mechanisms, insurers and private investors are finding new ways to
spread the risks posed by large-scale catastrophes. These financing
mechanisms currently contribute only a relatively small share of the
total capital available to cover catastrophe losses, but the volume of
capital they have raised has grown rapidly in recent years. It is likely
that as these markets mature, the base of investors willing to bear
some catastrophe risk will continue to expand, ultimately lowering the
cost of insuring catastrophe risks.
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What happens if an insurance provider lacks the resources to pay claims
following a catastrophe? Private-sector insurance companies that cannot
afford to pay claims are usually forced into receivership. In contrast, many
government-sponsored insurers can raise additional funds to pay claims after
an event has occurred. Government-sponsored insurance programs often do
not face the same financial constraints as private insurers because they have
special rights to compel third parties such as taxpayers or private insurers to
bear a portion of their financial risk. The NFID, for example, is authorized by
Congress to borrow from the U.S. Treasury, which increases taxpayer liabili-
ties, and the Federal Government’s terrorism-risk insurance program and
several State-sponsored catastrophe insurance providers are empowered to
levy surcharges on policies sold by private insurers.

Federal Catastrophe Insurance Programs

In 1803, Congress passed a law granting the victims of a fire in Portsmouth,
New Hampshire, extra time to repay certain debts owed to the Federal
Government. Though the Federal Government has assisted Americans
harmed by disasters throughout the Nation’s history, prior to the mid-
twentieth century aid was generally provided on an ad hoc basis; a disaster
would strike and Congress would then determine whether and to what extent
Federal aid would be provided. Acts of Congress passed in 1947 and 1950
regularized the process by which the Federal Government extends assistance
to disaster-affected communities and additional legislation enacted since then
has clarified and expanded the Government’s role in disaster relief.

One problem with a variety of government relief efforts is that they can
make it more difficult for private insurers to sell policies for some catastrophe
hazards at prices commensurate with underlying risks. People have less incen-
tive to pay sometimes high insurance premiums if they expect to receive aid
from the government when a catastrophe strikes. Policymakers have sought to
address this moral hazard problem in several different ways. The Federal
Government provides insurance coverage for certain catastrophe hazards,
often at prices lower than those that would be charged by private insurers. In
addition, in some cases the Government requires that individuals purchase
insurance policies or mandates that private insurers offer policies for sale.

The National Flood Insurance Program

The National Flood Insurance Program (NFIP) was established in 1968 to
make flood insurance more widely available to homeowners and businesses,
to encourage local communities to prepare better for flood hazards, and to
reduce reliance on direct Federal disaster relief following floods. The NFIP
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currently provides flood insurance for 5.3 million policyholders nationwide,
many of whom might not be able to obtain coverage without the program.
Residential and commercial property owners in some 20,000 participating
communities are eligible to purchase flood insurance policies under the
program. Homeowners with mortgages issued by federally regulated lenders
on property in communities identified to be in flood hazard areas are required
to purchase flood insurance on their dwellings. Property owners can purchase
policies either directly from the Federal Government or, more commonly,
through local insurance companies who sell NFIP policies under their own
name but pass their risk on to the Government. Whether policies are sold
directly by the Federal Government or by insurance companies, the NFIP
receives premium payments for the policies and bears all financial risks asso-
ciated with the insurance they provide. The program is administered by the
Federal Emergency Management Agency (FEMA).

FEMA relies on Flood Insurance Rate Maps (FIRMs) when underwriting
flood insurance. These maps identify areas within a community that have at
least a 1-percent chance per year of being inundated by high water. These
areas are called 100-year floodplains. Federal flood insurance is only made
available in local communities that agree to adopt zoning ordinances,
building codes, and other planning measures designed to reduce future
damage caused by floods. For example, communities must require that new
buildings be elevated above the level that flood waters are expected to reach
on average once per 100 years. According to FEMA, buildings that meet its
floodplain management standards suffer 80 percent less damage from floods
each year than those that do not. Not all structures insured under the NFIP
meet these standards, however; structures completed prior to a community’s
decision to participate in the program or prior to the publication of a commu-
nity’s FIRM are eligible for insurance under the program even if they do not
meet FEMA standards.

The NFIP charges different premiums for different properties. A structure
built or substantially renovated after 1974 or after a community’s FIRM was
completed (whichever is later) is charged an aczuarially fair annual premium
equal to an estimate of expected annual claims under the property’s flood
insurance policy. Policyholders who pay actuarially fair premiums year after
year should, in the long run, end up paying premiums that are just sufficient
to cover their claims on average. About one-quarter of NFIP policies cover
properties built prior to 1974 or prior to the publication of a community’s
FIRM. By law, these “pre-FIRM” properties are charged subsidized
premiums. Pre-FIRM properties are much less likely to comply with modern
flood risk mitigation standards since most were built before such standards
were widely applied. Because of their higher risk, pre-FIRM properties are

assessed higher premiums on average than newer properties, but even these
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higher premiums are not adequate to cover expected losses. On average,
premiums for pre-FIRM properties represent only about 40 percent of those
properties’ actuarially fair rates.

Not surprisingly, the NFIP pricing scheme has led to serious adverse
selection and moral hazard problems. On the one hand, FEMA estimates that
one-half to two-thirds of structures in floodplains do not carry flood insur-
ance. On the other hand, some exceptionally high-risk properties continue to
receive NFIP coverage at subsidized rates even though they have been
damaged by floods multiple times since entering the program. Some 50,644
properties insured by the NFIP as of September 30, 2004 had incurred flood
damage resulting in claims of at least $1,000 more than once during a 10-year
period. While these properties only represented about 1 percent of all struc-
tures then insured under the program, repetitive-loss properties have
historically accounted for 38 percent of all program claims payments.
Amendments to the Flood Insurance Act passed in 2004 authorized a pilot
program to remove some of the most severe repetitive-loss properties from the
NFIP insurance roll by allowing FEMA to fund work to elevate or relocate
some of them or, in extreme cases, to purchase and demolish them.

The NFIP illustrates how underwriting standards can either enhance or
impede loss mitigation. By providing coverage only in communities that agree
to adopt flood-risk mitigation measures, the NFIP may have induced some
communities to take steps that FEMA credits with reducing flood damage by
an average $1.2 billion annually. At the same time, by providing insurance to
pre-FIRM properties at less than actuarially fair rates, the program may have
discouraged some policyholders from relocating or renovating structures at
high risk for flood damage. The availability of flood insurance has lowered the
risk to banks of financing real-estate investment in locations vulnerable to
flood losses. As a result, it is not clear whether the NFIP has reduced the size
of Federal appropriations for flood disaster relief as intended. Demand for
Federal disaster aid may arguably be higher than it would have been had the
NFIP not facilitated development in high-risk areas.

Chart 5-3 shows that since 1986 NFIP premiums exceeded annual losses in
most years, but were woefully inadequate to cover losses from Hurricanes
Katrina, Rita, and Wilma in 2005. The 2005 hurricanes resulted in about
$16.3 billion in NFIP program claims, some of which were not paid until
20006. Even so, claims paid in 2005 exceeded premiums collected in that year
by a factor of nearly six to one. Unlike private sector insurers, who would
need to accumulate surplus or purchase reinsurance to pay claims in excess of
premiums, the NFIP is permitted to borrow from the Federal Government.
As of August 2005, just before Hurricane Katrina struck, the NFIP had accu-
mulated a relatively modest $300 million in debt owed to the U.S. Treasury,
but the program will need to borrow an additional $21.2 billion to pay claims
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filed in 2005. Though the NFIP is supposed to repay this debt using future
premium revenue, it is unlikely that this will be possible. The Congressional
Budget Office estimates that by 2007 the interest on NFIP debt will grow to
about $1 billion annually, which is about 40 percent of the projected annual
premium revenue. Even if future hurricane seasons are milder than those
experienced in recent years, projected premiums are not expected to be large
enough to cover both the interest on the outstanding debt and the projected
future claims. The NFIP’s current dire financial situation amply demonstrates
that in insurance, as elsewhere, there is no free lunch. Annual premium
revenue from the NFIP was able to cover losses in most of the program’s
recent history, but the subsidized insurance program exposed the American
taxpayers to a huge potential financial liability which became an actual
liability in 2005.

Terrorism and War-Risk Insurance Programs

The Federal Government provided billions of dollars in disaster assistance
following the September 11, 2001 terrorist attacks on New York and
Washington, DC, including about $4 billion in aid to the airline industry and
about $20 billion in aid to the New York City area. To date, about $36 billion

Chart 5-3 National Flood Insurance Program Annual Premiums and Losses
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in loss claims have been paid by private insurers. Though insured losses
represented only a fraction of the total economic costs of the September 11
attacks, they were far greater than those arising from any prior terrorist event.

Following September 11, commercial property and casualty insurers reeval-
uated their policyholders” exposure to risk from possible future attacks. Many
insurers canceled policies, began explicitly excluding coverage for terrorist
attacks from new policies, or increased premiums charged to policyholders. In
response to what was believed to be a temporary contraction in the supply of
insurance available for terrorism risk, the Administration and Congress
undertook measures to ensure that the airline and commercial real estate
sectors would not be adversely affected.

Less than two weeks after the September 11 attacks, the Federal Aviation
Administration (FAA) began selling insurance policies directly to U.S. airlines
to cover third-party liability (e.g., harm to individuals or property on the
ground) arising from acts of war or terrorism, and in November of 2002 the
Homeland Security Act expanded this program to provide insurance coverage
for loss of aircraft and airline passenger liability as well. The program has been
reauthorized several times since its inception and it remains in effect today.
As of October 1, 20006, policies under this program provided 75 airlines
with insurance coverage for potential losses ranging from $100 million to
$4 billion each.

The Terrorism Risk Insurance Act (TRIA) passed in November of 2002
established a second, much broader, Federal program to encourage private-
sector commercial property and casualty insurers to provide terrorism risk
coverage. The program was originally designed to expire after three years, but
in 2005 Congress elected to extend the program with some modifications
through 2007.

TRIA has two main components. First, it mandates that insurance companies
that sell commercial property and casualty insurance make available to
customers policies that do not explicitly exclude coverage for losses caused by
acts of terrorism. Insurers may exclude losses on other grounds, however, so
not all losses arising from terrorist attacks must be covered. According to the
President’s Working Group on Financial Markets, commercial insurance poli-
cies generally do not cover losses arising from chemical, nuclear, biological,
and radiological events, whether or not these events are caused by acts of
terrorism. Second, TRIA authorizes the Treasury Department to provide rein-
surance to cover a portion of insurance loss claims arising from certified acts
of international terrorism against U.S. targets. Under the reinsurance
program, a primary insurer must cover 100 percent of its loss claims up to a
specified deductible. The Federal Government then pays a fixed share of losses
in excess of the deductible. For 2007 an insurance company is required to
cover all losses up to 20 percent of its prior year’s premiums on qualifying
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lines of business and 15 percent of losses above this deductible. TRIA imposes
a cap of $100 billion on total insurer losses from terrorist attacks. Under the
statute, Congress would determine the procedures to govern any payments for
losses beyond $100 billion in separate legislation.

Since 2001, no claims have been filed under either the FAA’s aviation
war-risk insurance program or the Treasury Departments terrorism-risk
reinsurance program, but, like the NFIP, both of these programs expose U.S.
taxpayers to large potential losses. Because they were intended to be temporary,
neither program is designed to ensure that premiums will be sufficient to pay
future claims. Premium revenue collected under the aviation war-risk program
is subject to a cap mandated by Congress. As a result, premiums charged by
the FAA are significantly lower than those that would be charged for compa-
rable policies sold by private-sector aviation insurers. Airlines pay a total of
about $160 million in premiums to the FAA each year; by one estimate,
without the program these airlines would need to pay $500 million annually
in premiums to private insurers. TRIA does not require property and casualty
insurers to pay any premiums for the reinsurance protection they receive.
Instead, claims under the program are expected to be paid with Federal outlays
and then recouped, after the fact, through surcharges levied on future
premiums for property and casualty insurance policies. Given that the program
was established in part to address problems arising from high insurance
premiums following the September 11, 2001 attacks, there are real questions
as to whether surcharges would be set high enough to recoup expenditures
following a future terrorist attack. Any surcharges would likely be spread over
several years to reduce the impact on premiums, and since the Treasury
Department is only required by law to recoup up to $27.5 billion, there is no
guarantee that the full costs of the program would ultimately be recovered.

State Property Insurance Markets

Although the Federal Government is actively involved in insuring risks
from floods and terrorist attacks, most homeowners and businesses look first
to their local property insurers to obtain financial protection against a variety
of hazards including potential catastrophes. State governments are responsible
for regulating insurance markets. Though laws differ from state to state, all
states’ insurance regulators exercise some control over who is permitted to sell
insurance, what terms and conditions can be attached to insurance policies,
and how much insurers can charge. Insurance regulations are intended to
protect consumers who may have difficulty evaluating complex insurance
contracts and to ensure that insurers maintain sufficient financial resources to
pay future claims. While regulation plays an important role in protecting
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consumers from fraud and poor risk management practices, poorly conceived
and executed regulation can create long-term problems for the operation of
state catastrophe-risk insurance markets.

Every state regulates property insurance premiums charged to homeowners
and small businesses. Many states require that premiums be approved in
advance by regulators. Others allow insurance regulators to review existing
price schedules and empower regulators to force companies to reimburse poli-
cyholders when premiums are found to be excessive. Rate regulations can
make it difficult for insurance companies to set premiums that accurately
reflect available information about risks, which can exacerbate moral hazard
and adverse selection problems. In some states the rate review and approval
process can take many months, so insurers cannot rapidly adjust premiums
when new information becomes available. The rate review process may also
discourage insurance companies from proposing complex pricing plans
which, though difficult to explain and justify to state rate boards, more accu-
rately reflect detailed information about the risks associated with individual
insurance policies.

Efforts by regulators to keep property insurance prices artificially low can
make it difficult for individuals and businesses to obtain insurance on private
markets at any price. To ensure that they will be able to pay claims after a catas-
trophe, private insurers need to set premiums high enough to enable them to
build surplus or transfer risk to reinsurers. If regulators do not allow insurers
to charge rates sufficient to accomplish these tasks, the insurers will be discour-
aged from taking on catastrophe risks. They may choose to sell insurance only
in areas at low risk for catastrophe hazards, or they may seck to exclude
coverage for such hazards under the terms of the property insurance policies
they offer. Regulation can also deter insurers from competing for customers,
thereby reducing the range and quality of insurance options available.

Many states that face risks from hurricanes or earthquakes have established
special entities to provide insurance to those who cannot obtain coverage
from private insurers. In 1996, California established a quasi-public company,
the California Earthquake Authority, to sell earthquake insurance policies to
California residents, backed by funds contributed by a number of private
insurers operating in the state. Several states maintain residual pools to cover
windstorm risks. These pools operate like traditional insurance companies,
but they are required to sell policies to property owners in high-risk coastal
areas and they are empowered to levy surcharges on primary insurers
operating in a state.

Some state-sponsored insurance programs use complicated procedures for
setting premiums, and many claim to charge premiums that are actuarially
fair, but they all have one thing in common: they provide insurance only to
policyholders who either will not, or cannot, obtain insurance from the
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Box 5-2: Gulf Coast Property Insurance Markets After
Hurricanes Katrina, Rita, and Wilma

2005 was a terrible year for communities located along the U.S. Gulf
Coast. Hurricane Katrina devastated a land area the size of Great Britain
and displaced more than 270,000 people. The total value of property
damage and business interruption caused by Hurricane Katrina has
been estimated at $135 billion. Hurricane Katrina was followed a few
weeks later by Hurricane Rita, which caused an estimated $15 billion in
damage, and Hurricane Wilma, which caused an estimated $20 billion
in damage. The President and Congress responded by appropriating
about $110 billion for disaster relief and recovery aid to affected
communities. Property insurers have also played an important role in
recovery efforts by paying billions of dollars of loss claims, but there
are concerns that rising insurance premiums for coastal properties may
be a barrier to redevelopment. The response of property insurance
markets to the unprecedented losses caused by the 2005 hurricane
season underscores the role of effective underwriting in managing
catastrophe risks.

Hurricanes Katrina, Rita, and Wilma resulted in an estimated
$57 billion in insured property damages, not including claims filed with
the National Flood Insurance Program. Despite bearing enormous
losses, most private-sector primary insurers operating in the Gulf Coast
emerged from the 2005 hurricane season in reasonably sound financial
condition. At least four primary insurers failed as a result of the 2005
storms, but the share of property and casualty insurers listed as finan-
cially impaired by a major insurance company rating agency actually
dropped to a 25-year low while the aggregate value of surplus available
to insurers for paying future claims increased. Primary insurers fared
well as a group in part because they had transferred a significant share
of their catastrophe risk exposure to reinsurers. According to one
industry association, reinsurance covered about 60 percent of 2005
insured hurricane losses.

Though the U.S. property and casualty insurance sector as a whole
remains healthy, property insurance markets in several coastal states
are under stress. Information collected during the 2004 and 2005 hurri-
cane seasons revealed deficiencies in industry-standard catastrophe
risk models used in underwriting property insurance. These models are
now being adapted to reflect expectations of more violent hurricane
seasons, revised analysis of the costs of repairing property damage
following major catastrophes, new findings about the effects of hurri-
cane-generated storm surges, and other factors. As a result, primary
insurers and reinsurers are increasing their estimates of probable
losses on windstorm policies in areas at risk for hurricanes. A leading
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catastrophe-risk modeling firm reports that revised forecasts of the
severity of Atlantic hurricane seasons alone will increase estimates of
loss rates from future hurricanes in the Gulf Coast and southeastern
U.S. by 50 percent.

As assessments of the potential costs of future hurricanes have
increased, primary insurers and reinsurers have sought to limit their
exposure to windstorm hazards and increase the premiums charged for
insuring this hazard. Reinsurance companies, many of whom lost
capital in 2005 to hurricane-related claims, have significantly increased
premiums. Unlike reinsurance premiums, premiums charged by
primary insurers for homeowners’ and commercial property policies
are regulated by state insurance commissions. Primary insurers have
petitioned state regulators to allow them to raise premiums to cover
rising reinsurance costs and to more closely reflect new information on
the risks posed by windstorms. Where possible, some insurers have
also attempted to reduce their exposure to windstorm hazards by
refusing to renew existing policies in high-risk areas or by adding
conditions to policies that exclude coverage of windstorm damage. In
several states, government-sponsored insurance programs that are
required to provide windstorm coverage to property owners who are
unable to obtain insurance through the private sector have grown
dramatically.

Recent developments in coastal property insurance markets have the
potential to discourage some investment in areas at high risk for hurri-
canes, since property owners in these areas will likely have to pay
higher insurance premiums or bear greater risk than in the past. For this
reason, some have argued that Federal and State governments should
take action to ensure that insurance for windstorm coverage in hurri-
cane-prone regions is widely available and that the premiums charged
for this insurance are relatively low. However, as discussed in the text,
efforts to keep premiums for windstorm insurance artificially low may
discourage property owners from taking action to lessen future wind-
storm losses while potentially encouraging excessive development in
high-risk areas.

private market. These programs tend to attract exactly those members whose
high risk makes them unattractive to private insurers. For example, in some
states, residual pools are the main providers of windstorm insurance for
homeowners in coastal areas exposed to high risk from hurricanes.

In recent years a number of state-sponsored insurance programs have had
difficulty paying claims following major catastrophes. Different states have
dealt with this problem in different ways. A few states have used government
money to provide new funds for insolvent programs, thereby passing the cost
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of covering losses on to taxpayers. More commonly, states have levied
surcharges on premiums for policies sold by private insurers. This approach
effectively forces property owners in relatively low-risk areas who can obtain
insurance from private providers to pay higher premiums to cover insured
losses for property owners in higher risk areas who obtain insurance through
the residual pool. By effectively raising the cost of insurance in the private
market, these surcharges may actually encourage more property owners to
seek insurance from the residual pool so that the pool is exposed to even
higher losses the next time a catastrophe strikes.

Since people consider the cost of property insurance when deciding where
to live and conduct business, the use of rate regulations or state-sponsored
insurance programs to keep property insurance prices in high-risk areas
artificially low can have significant negative consequences. All else equal,
commercial and residential development will tend to be greater in those areas
where insurance prices are lower. As a result, artificially low premiums for
catastrophe risk insurance can lead to excessive development in catastrophe-
prone areas, putting lives and property in harm’s way.

Conclusion

All insurance markets are susceptible to problems arising from adverse
selection and moral hazard, but insurers of catastrophe risks must also deal
with the fact that total insured losses are difficult to predict and are poten-
tially quite large. While it may not be possible to eliminate these problems,
their effects can be moderated through prudent underwriting. Adverse selec-
tion and moral hazard problems can be lessened by being selective about
which risks to insure, by setting premiums to match observable differences in
risk, and by requiring policyholders to bear a share of the financial risk posed
by the hazards they are insured against. Insurance providers deal with uncer-
tain losses by charging premiums that are high enough to enable them to
build surplus and/or transfer excess risk to third parties such as reinsurers.

Regulations that constrain private insurers’ underwriting flexibility can
undermine their ability to provide insurance coverage for catastrophe risks.
Government-sponsored insurance programs that can borrow from the U.S.
Treasury or levy surcharges to pay claims after a catastrophe has occurred do
not face the same financial constraints as private insurers. Nonetheless,
government programs that do not apply prudent underwriting standards
expose taxpayers to large liabilities.

Effective insurance underwriting serves an important social function by
tying the premiums and terms of insurance policies to the risks covered. When
insurance prices reflect underlying economic costs they can encourage a more
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efficient allocation of resources. Efforts to keep premiums for insurance against
catastrophe hazards artificially low, whether through regulation or through
subsidized government programs, can encourage excessively risky behavior on
the part of those who might be affected by future catastrophes.
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CHAPTER 6

The Transportation Sector:
Energy and Infrastructure Use

nergy is a $1 trillion industry representing 8 percent of the U.S. economy.

The two biggest consumers of energy from fossil and renewable fuels are
electric power and transportation. While electricity can be generated from
diverse sources—coal, nuclear fission, natural gas, water, petroleum, and
increasingly, wind and sun—98 percent of transportation, whether by plane,
train, ship or automobile, is currently powered by petroleum. The transporta-
tion sector alone accounts for two-thirds of the petroleum consumed in the
United States. Thus, key to understanding the transportation sector is under-
standing the petroleum market, and the ways in which consumers and firms
in the transportation sector respond to changes in world oil prices.

The lack of substitutes for oil means that in the short run, oil consumption
in transportation is particularly unresponsive to price changes. This makes
the economy vulnerable to sudden increases in oil prices. Perhaps more
importantly, the world’s reliance on oil creates an external cost in terms of
national security.

In addition to petroleum, the transportation sector relies on infrastructure.
The United States has close to 4 million miles of roads, bridges, and highways
to support a wide variety of economic and social activity. Over time, however,
demands on this infrastructure have outstripped its capacity. While the miles
of urban roadways built have increased by nearly 60 percent since 1980,
vehicle miles traveled on urban roadways increased by double that amount.
The primary reason for this shortfall is that a well-functioning market that
puts a price on roadway use is largely nonexistent. As a result, traffic in most
metropolitan areas has become increasingly congested, costing both time and
fuel. In 2003 alone, Americans were delayed about 3.7 billion hours and used
2.3 billion extra gallons of fuel (47 hours and 29 gallons per rush-hour
commuter) in stop-and-go traffic. Like the costs exacted by oil use on national
security and the environment, the full costs of congestion are not taken into
account by individuals when they drive: each driver usually decides when and
where to drive based on his or her own private needs and ignores the costs
imposed on others.
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This chapter discusses several developments in the use of energy and
infrastructure for transportation, and reviews strategies that have been used to
reduce oil use and better manage the existing infrastructure. Key points in this
chapter are:

* Recent increases in the price of oil and the external costs of oil have led
to renewed interest by markets and governments in the development of
new alternatives. Government can play a role in ensuring that external
costs are taken into account by markets, but ultimately markets are best
suited to decide how to respond.

* Cars and light trucks are the largest users of petroleum. As a result, the
fuel economy of the vehicles purchased and the number of miles that
they are driven have a large effect on oil consumption.

* Congestion is a growing problem in American urban areas. Cities and states
have shown a growing interest in and capacity for setting prices for road
use during peak periods to reduce the full economic costs of congestion.

Fuel Markets and the Transportation Sector

Opver the past 15 years, petroleum use in the industrial, utility, and building
sectors has been relatively flat, while petroleum use by the transportation
sector has grown by 27 percent. This trend is expected to continue. While
new, more energy-efficient technology has reduced the energy needs of most
sectors, gains in vehicle engine efficiency have been more than offset by a shift
to heavier, more powerful cars and light trucks, and increases in driving.

Cars and light trucks accounted for 92 percent of U.S. roadway travel in
2006 and account for 62 percent of petroleum devoted to transport.
Department of Energy projections suggest that these modes of transportation
will continue to be important, and that light truck usage will show significant
growth in the years to come (see Chart 6-1). Heavy trucks consume almost
17 percent of the petroleum used for transport. Air, rail, marine, and off-road
vehicles currently account for the remaining 21 percent. Air travel is one of
the fastest growing modes of transportation. Energy consumption for air
travel is projected to increase nearly 46 percent by 2030, or about 620,000
more barrels of oil per day.
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Chart 6-1 Historical and Projected U.S Oil Consumption and Production
Growth in petroleum use is projected to continue unabated in the foreseeable future. Cars and light trucks
make up the bulk of U.S. oil use, while air cil use is one of the fastest growing.
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Responding to Changes in the Price of Oil

In well-functioning markets, the price of a good or service reflects all of the
associated costs and benefits—for example, the costs incurred in extracting,
transporting, and refining the oil, or the benefits from using gasoline to drive.
The market then uses price to achieve the most efficient level of production
and consumption. Transportation has largely reacted to changes in energy
markets in this way.

High demand for oil, due in part to rapid economic growth in China and
India, has helped push oil prices to record levels. The real average monthly
price of oil to the refiner was $26 between 1986 and 2004 (see Chart 6-2, in
2006 U.S. dollars). In 2004, the price to the refiner began to climb,
approaching $70 per barrel in 2006 (other oil price measures were higher).
For the transportation sector, this is a significant increase in the cost of one of
its primary inputs. Normally, as the price of a good rises, consumers reduce
how much they use. However, it typically takes years before the transporta-
tion sector’s consumption of oil is substantially reduced, in part due to the
lack of easily available substitutes. Eventually, though, consumers do react to
high prices. For instance, hybrid vehicle sales have tripled since 2004, while
light truck sales have fallen by 16 percent.
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Chart 6-2 The Real Price of Imported Crude Oil
Oil prices fluctuate over time, but current prices are above the historical average.
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When high oil prices are sustained, as has been the case recently, the market
shows renewed interest in investing in new technologies for developing alter-
natives to oil and improving vehicle fuel economy. Such research and
development investments tend to recede when oil prices fall. During the
period of high oil prices in the late 1970s and early 1980s, the private sector
invested billions of dollars in energy research and development before the
price of oil declined. A recent study finds that private investment in alterna-
tive fuel technologies again has increased in response to higher oil prices,
doubling between 2004 and 2006, constituting 10 percent of the total invest-
ment in energy. Because of the transportation sector’s delayed response to oil
prices, these increases are likely to continue for some time.

The lack of alternatives to oil also means that sudden major oil supply
changes—such as when oil production in an entire region is unexpectedly
shut down—can lead to large and sudden price increases in the months
following the shock. Since oil trades in a global market, the impact on the
economy from such shocks does not depend on how much we import, only
on how much we consume, and our consumption has been growing. The
market has adapted to this threat by investing in more energy-efficient modes
of production, investing in alternative energy sources, and increasing holdings
of private oil inventories.
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External Costs of Oil Use

Prices determine which goods and services are produced in the market-
place. In the absence of government policy (such as taxes or regulations), the
price of a good or service accounts for all private costs incurred by those who
have produced or purchased the product. In the case of oil, this includes
everyone from the oil company that extracts the oil, to the shipper, refiner,
retailer, and driver who fuels her car. In the case of oil, the price reflects most
of the costs, but there are some costs to society that remain unaccounted for.

Eighty-one percent of the world’s remaining proven petroleum reserves are
currently controlled by members of the Organization of Petroleum Exporting
Countries (OPEC) (including Iran and Venezuela) and Russia, and nearly all
of these reserves are controlled by national oil firms. Since oil trades in a world
market, oil consumption anywhere in the world affects the price of oil for
Americans. The importance of oil to the world economy gives the major oil-
producing countries disproportionate diplomatic leverage in world affairs. Oil
resources can also fuel corruption in developing countries. Air pollutants and
carbon dioxide from burning gasoline also contribute to concerns about air
quality, human health, and climate.

The purchase of a gallon of gasoline imposes these national security and
environmental costs on everyone, not just on the buyer and seller. Though
State and Federal gasoline and diesel fuel taxes and regulations help account
for these other costs, many studies suggest that the total external costs of oil
may be higher. Carefully crafted government policy may be a useful way to
account for these additional costs. However, this objective should be balanced
against additional inefficiencies that government involvement introduces into
the market. Once policies are in place that ensure that individuals account for
the full costs of the goods and services they consume—e.g., national security
and environmental concerns—competitive markets are the most efficient
means to determine how goods are produced, as well as which goods are
produced in the future.

Transportation Fuel Supply

Motor gasoline and diesel fuel will continue to be the main sources of
power for cars and trucks in the near future. In 2006, motor gasoline
accounted for 74 percent of fuel used in highway vehicles, and diesel
accounted for 24 percent (alternative fuels made up the remainder). Diesel
cars and light trucks are uncommon in the United States—only 2 percent of
new cars and light trucks sold use diesel engines; the majority of diesel fuel is
used by commercial vehicles.

Chapter 6 | 129



Ethanol, an alternative fuel, is currently used as an additive in gasoline to
increase octane and help gasoline burn more completely, reducing emissions
of carbon monoxide and other pollutants. In many states and metropolitan
areas, gasoline sold at the pump contains between 2 and 10 percent ethanol,
depending on State requirements. Using such alternatives to oil can reduce
the environmental costs of transportation as well as the national security
consequences of oil use. To further encourage alternative fuel use, a provision
in the Energy Policy Act of 2005 (EPAct 2005) known as the Renewable Fuel
Standard requires a certain quantity of renewable fuel to be used by gasoline
producers each year. In 2006, producers were obligated to use 4 billion
gallons per year; this obligation will gradually increase to 7.5 billion gallons
in 2012 (Americans consumed about 140 billion gallons of motor gasoline in
2006). One of the strengths of this policy is that it does not choose which
renewable fuel to promote, but allows the standard to be met with any renew-
able fuel that accomplishes the goal of reducing oil use. However, it does not
extend to oil alternatives beyond renewable fuels, such as electric cars or
hydrogen fuel cells. The Renewable Fuel Standard also allows imports to
satisfy the standard, allowing U.S. consumers to take advantage of cheaper
production of renewable fuels in other countries, although this is impeded by
an import tariff on such fuels.

A more significant regulatory change has been applied to diesel fuel.
Starting in 2006, diesel fuel sold in the United States is required to have
a sulfur content of no more than 15 parts per million (ppm), down from
500 ppm in the previous standard. This reduction results in the most strin-
gent diesel fuel standard in the world and enables U.S. consumers to purchase
vehicles with engines that meet clean air requirements using clean diesel fuel.
Diesel engines are between 20 and 25 percent more fuel efficient than compa-
rable gasoline engines (even accounting for the fact that a gallon of diesel
contains more energy than a gallon of gasoline). EPAct 2005 also grants tax
credits to buyers of diesel cars that meet stringent emission standards.

Alternative Fuels and Advanced Technologies

To date, changes in petroleum usage have been driven primarily by the
increasing price of oil and by regulatory concerns. The greatest potential for
large reductions in gasoline consumption stems from new technologies that
could transform how transportation is powered. Over 1 million advanced
technology cars and light trucks were sold in the United States in 2006. About
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two-fifths of these were flex-fuel vehicles that can use conventional gasoline
or an alternative fuel called E85, which is approximately 85 percent ethanol
and 15 percent gasoline. U.S. consumers also purchased 256,000 hybrid vehi-
cles in 2006. Hybrid vehicles use an electric motor in conjunction with a
gasoline engine to increase fuel economy.

Use of advanced technology vehicles in the United States is projected to grow
over time (see Chart 6-3). The Department of Energy projects that over 3
million advanced technology vehicles will be sold in 2015 and that by 2030
they will make up more than 25 percent of all light-duty vehicles sold. Of these
advanced technology vehicles, 71 percent are expected to be either
gasoline—electric hybrids or vehicles that can be powered by ethanol and other
plant-based fuels. Though alternative fuels currently power only a small fraction
of our transportation needs, private-sector investments combined with govern-
ment policies are expected to fundamentally change the energy landscape.

Chart 6-3 Projected Sales of Alternative Technology Cars and Light Trucks by Fuel Type
Alternative technology vehicles are projected to increasingly displace conventional oil-using vehicles in
upcoming years.
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Ongoing research explores a wide variety of vehicle fuel technologies such
as electricity, hydrogen fuel cells, and biofuels. Significant technological
barriers exist that prevent the development of these as commercially viable
alternatives. For instance, the wide-scale deployment of hydrogen fuel cells—
devices that combine hydrogen with oxygen in the atmosphere to yield
electricity—will depend on reductions in expense and weight as well as on the
development of clean, cost-effective sources of hydrogen.

Private markets tend to underinvest in innovation of all kinds because
inventors only capture a fraction of the benefits from discovery.
Underinvestment is particularly likely for basic scientific research where
the application to the marketplace may not be evident at early stages.
Underinvestment is also likely when the results of research mainly reduce the
external costs of consumption (such as national security and environmental
costs associated with oil) instead of directly benefiting consumers. In
response, the President’s Advanced Energy Initiative proposed an increase in
annual funding for alternative energy research of 22 percent for fiscal year
2007, adding to the $10 billion of government spending devoted to such
research since 2001.

Several studies find that Federal research and development (R&D) invest-
ment in energy has yielded sizeable societal benefits, not only in economic
terms, but also in terms of knowledge creation and pollution reduction. Still,
the government’s ability to predict which technologies will best meet a given
goal is questionable, so the most effective government policies allow the
market to choose the path of innovation.

Demand for Transportation Fuel

The United States is a vehicle-dependent society. More than 9 out of 10
American households own at least one vehicle, and most households own two.
In 2004, vehicles in the United States traveled close to 3 trillion miles, up more
than 20 percent from 1995. Commuting and other business-related activities
account for about 35 percent of vehicle miles traveled (see Chart 6-4).
Americans also use their cars and trucks to go shopping (15 percent of miles
driven), attend to personal and family business such as medical appointments
and dropping children off at school (25 percent of miles driven), and for social
and recreational activities, including vacations (22 percent of miles driven).
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Chart 6-4 Share of Vehicle Miles Traveled
Americans use their vehicles 35 percent of the time for commuting or other business-related activities.
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In spite of widespread vehicle use, the proportion of the American
household budget spent on transport fuel is small (less than 4 percent). That
said, Chart 6-4 shows that a significant share of vehicle miles traveled are
related to nonwork activities, indicating that households may have some flex-
ibility to quickly adjust when the costs of travel are high. In response to higher
prices, drivers make two adjustments: they drive less and they purchase more
fuel-efficient vehicles. Several studies have found that these two effects
combined imply that a 10 percent increase in the price of gasoline will result
in about a 4 percent decrease in gasoline consumption in the long run.
Compared to other commodities, households’ gasoline consumption may
take several years to respond to price changes.

State and local initiatives that encourage use of mass transit and carpooling
focus on encouraging people to drive less. In New York City, the most densely
populated of all cities in the United States, mass transit accounts for
45 percent of all commutes into the central city. New York, however, is
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unique. Many U.S. cities, such as Phoenix and Los Angeles, are spread out
over a large area, making it difficult to design mass transit corridors that
effectively meet the commuting needs of travelers. Public transportation also
has difficulty competing with the flexibility and convenience of car travel in
these types of cities. In the entire United States, 5 percent of commuters rely
on public transportation.

One way many urban areas try to encourage carpooling is through the
designation of high-occupancy vehicle (HOV) lanes. This method rewards
carpooling by allowing vehicles with two or more passengers to travel in lanes
not open to vehicles with only one person in them. In this way, HOV drivers
can reduce travel time when roads are congested. Unfortunately, HOV lanes
are often underutilized and the popularity of carpooling is not increasing. In
2000, 90 percent of American commuters drove to work each day, but of
these drivers only about 13 percent carpooled, down from almost 20 percent
in 1980. This trend makes it unlikely that initiatives focused on carpooling
will make large strides in reducing vehicle fuel use.

Improving Fuel Economy

Evidence shows that drivers switch to more fuel-efficient vehicles in
response to higher gasoline prices. One study finds that higher gasoline prices
accelerate the retirement of older, less fuel-efficient vehicles, and shift new
purchases toward more fuel-efficient vehicles. Government policies have also
been used to influence vehicle fuel economy. The Corporate Average Fuel
Economy (CAFE) standard, passed in 1975, mandates a minimum mile per
gallon (mpg) requirement for each manufacturer’s fleet of new cars and a
minimum requirement for each manufacturer’s fleet of new light trucks. If a
given vehicle is less fuel efficient than the requirement, the manufacturer
must offset it by producing a vehicle that is more fuel efficient, so that the
average fuel economy for all cars (or for all trucks) the manufacturer sells is
above the required miles per gallon level. One rationale used to justify
increasing the stringency of the CAFE standard is to further induce improve-
ments in the fuel economy of vehicles sold to consumers, reducing the
demand for transport fuel and the external costs associated with oil use.

It is important to note that while improvements in fuel economy translate
into gasoline savings, it is not a one-to-one relationship. Higher CAFE stan-
dards encourage increased driving. Since higher fuel economy vehicles can go
the same distance using less gasoline, the cost of driving a mile is reduced. As
the per-mile cost of driving declines, the quantity of miles driven by individ-
uals tends to increase. This “rebound effect” reduces potential fuel savings
from improvements in fuel economy by 10 to 30 percent. Recent estimates
suggest that as incomes grow, driving decisions will depend less on the cost of
driving, and therefore, the rebound effect is expected to shrink in the future.
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In 1978, CAFE mandated 18 mpg for cars and 17.2 mpg for light trucks.
The CAFE standard became increasingly stringent until 1990, after which it
remained virtually unchanged. It only recently became more stringent for
light trucks. Currently, the CAFE standards are 27.5 mpg for cars and
22.2 mpg for light trucks (including SUVs). The Federal government has
increased the CAFE standard for light trucks through two separate regula-
tions, raising it in increments each year beginning in 2005. By 2011, new
light trucks will meet a 24 mpg standard, reflecting a 16-percent increase.
Also by 2011, the largest SUVs—those weighing between 8,500 and 10,000
pounds—will be subject to the CAFE standard for the first time. The
Department of Transportation based the new standard for light trucks on
vehicle footprint, a measure of size, in line with a recommendation by a
National Academy of Sciences panel as a way to mitigate safety concerns. The
footprint-based CAFE standard for light trucks is also an improvement over
its previous configuration because it ensures that all manufacturers make fuel
economy improvements instead of only those producing a wide mix of vehi-
cles. The Department of Transportation is seeking similar authority to
reexamine CAFE for new passenger cars (see Box 6-1).

The fuel economy of new vehicles rapidly increased over the first 8 years of
CAFE. In part, this was a market response to the dramatic increase in gaso-
line prices between 1973 and 1981. By the late 1980s, however, overall fuel
economy had stagnated. While the fuel economy of cars has continued to
slowly increase over time and has been above the CAFE standard since 1986,
consumers have bought an increasing number of SUVs and light trucks whose
fuel economy has remained close to the mandated level of the light truck stan-
dard. Half of all vehicles sold in 2005 were light trucks, including SUVs,
compared to 20 percent when CAFE was first put in place. This shift in
consumer preferences is a rational response to more than a decade of low real
gasoline prices, rising household incomes, and incentives created by CAFE
requirements. Manufacturers also responded to changing consumer prefer-
ences and CAFE requirements. For instance, while station wagons and
minivans have similar fuel economies, the former are counted as cars, and the
latter are counted as light trucks. In the late 1980s, many manufacturers took
advantage of the difference in the stringency of CAFE standards across cars
and light trucks to phase out the station wagon—a relatively fuel-inefficient
car—and replace it with the minivan—a relatively fuel-efficient light truck.
This shift improved the individual fuel economy of both the car and light
truck fleets but did little to change overall fuel economy. While the CAFE
standard has contributed to improved fuel economy since its inception,
understanding its precise impacts and its interaction with gasoline prices is a
matter of some debate. A recent National Academy of Sciences study also
finds that CAFE may have led manufacturers to produce smaller and lighter
cars, posing a risk to safety.
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Box 6-1: The President’s New Energy Initiatives

The President has announced several energy initiatives designed to
increase the country’s energy security by reducing projected gasoline
consumption in the light-duty vehicle transportation sector by 20 percent
within a decade.

About three-fourths of this goal will be met by greatly increasing and
expanding the Renewable Fuel Standard. The new standard will
mandate that 15 percent of transportation fuels come from alternative
fuels. In 2006 about 3 percent of fuels used in light-duty vehicles were
not petroleum-based. Under the revised standard 35 billion gallons will
be alternative fuels in 2017. This initiative reflects the belief that techno-
logical change is the key ingredient to diversifying America’s energy
portfolio. Energy security will increase as the dominance of oil use in
the transportation sector diminishes.

The standard will continue to allow refiners, importers and blenders
to use renewable fuels to meet the standard but will expand to allow for
current or future viable alternatives to petroleum to compete.
Expanding the alternatives that meet the standard makes it easier for
blenders and refiners to comply and affords the market broad flexibility
to find the most cost-effective non-petroleum-based fuel options. In the
event that production of alternative fuels proves more costly than
expected, the President has built in two safety valves to protect
consumers. First, the Administrator of the Environmental Protection
Agency, and the Secretaries of the Department of Energy and the
Department of Agriculture will have the authority to waive or modify
the standard if refiners and blenders have difficulty finding alternative
fuels for purchase. Second, an automatic mechanism will be in place to
prevent the price of gasoline from rising above a threshold due to this
policy. These two provisions ensure a degree of market stability as use
of alternative fuels expands in the marketplace.

The 20 percent goal will also be met through increasing the fuel
efficiency of automobiles. This will occur through reforming and
modernizing CAFE standards for cars and further increasing light truck
and SUV standards. These changes are predicted to reduce consump-
tion of gasoline by an estimated 5 percent, based on the assumption
that increases in the standard of 4 percent each year starting in 2010 for
cars and 2012 for light trucks prove warranted. Three reforms are key to
the President’s proposal of increased stringency of CAFE. First, paral-
leling recent changes for light trucks, the law for cars should be
changed to allow the standard to be based on a vehicle attribute (such
as footprint) to address safety concerns. Second, CAFE for both cars
and light trucks should allow manufacturers the option of increased
flexibility in how they meet the standard, by allowing them to trade
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credits. Any manufacturer that increases fuel economy by more than
what is mandated could generate credits that other manufacturers
could purchase to reduce their costs of meeting the standard. The
benefit of trading credits is that it allows the same overall goal of
improved fuel economy to be met at a lower cost. Third, the rate of
increase of the CAFE standard as well as how fuel economy improve-
ments will be divided between cars and light trucks should be at the
discretion of the Secretary of Transportation, as is currently done for
light trucks. The Department of Transportation will employ the regula-
tory process to determine these increases based on sound science and
an assessment that balances the costs and benefits.

The President has also proposed a new $175 million initiative to give
State and local governments the opportunity to explore innovative
ways—such as roadway pricing and increased use of real-time traffic
information—to reduce traffic congestion and save fuel.

In addition to improving the nation’s energy security profile, these
initiatives will also produce significant benefits by reducing air toxics
associated with petroleum-based fuel. They will also help confront the
challenge of climate change by potentially stopping the projected
growth of carbon dioxide emissions from this sector.

Transportation Infrastructure and
Management of Existing Traffic Flow

In addition to its reliance on oil, the transportation sector also relies heavily
on the existing infrastructure of roads and highways. Under the Intermodal
Surface Transportation Efficiency Act of 1991, the Federal government plays
an important role as overseer of the National Highway System to ensure that
the highway system is “economically efficient and environmentally sound,
provides the foundation for the Nation to compete in the global economy,
and will move people and goods in an energy-efficient manner.” In recent
years, however, the road and highway infrastructure has not kept pace with
the number of miles driven in the United States. When more people use a
roadway than the capacity for which it is built, traffic slows. Commercial
trucking—the most common method of moving freight across the United
States—is increasingly reliant on urban interstate highways, many of which
are congested. Between 1982 and 2003 the share of roads in U.S. urban
areas that are congested rose from 34 percent to 59 percent. Changes in
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commuting patterns have also spread congestion to more roads. The traditional
suburb-to-city commute has diminished in importance: As of 2000, half of all
commuters drove to jobs in the suburbs, while only 20 percent drove to jobs
in central cities.

Congestion is defined as the marked slowing of traffic as a roadway reaches
capacity. Congestion in the United States manifests itself primarily as a bottle-
neck on a roadway (see Chart 6-5). A bottleneck is a hindrance to vehicle
movement because it involves delays at key intersections, backed-up traffic, or
narrow or obstructed sections of a roadway. Unexpected events such as acci-
dents or other traffic incidents also cause congestion on crowded roadways.
Together, they are responsible for 65 percent of all congestion.

Chart 6-5 Main Sources of Congestion
Bottlenecks and traffic incidents are responsible for causing 65 percent of congestion on U.S. roads.
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It is important to note that roadways are not congested at all hours of the
day. For instance, on one particular roadway in the Seattle area, a trip that
occurs prior to 6 a.m. or after 10 p.m. takes about 10 minutes (see Chart 6-6).
That same trip takes about 30 percent longer at 8 a.m. and almost twice as
long at 6 p.m. due to slowing traffic. This general trend appears in many U.S.
cities and suggests that it is the timing of vehicle miles traveled more than
their growth that is at the root of the congestion problem.
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Chart 6-6 Travel Time and Hour of Day on I-90 from Bellevue to Seattle
Roadways are not congested at all hours of the day.
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One underlying reason why congestion exists on U.S. roadways is the lack
of a private market to price roadway use. Most roads in the United States are
provided by the government, are open to all, and are free of charge.
Economists generally believe that a good may be better provided by the
government when it is difficult for private markets to charge for its use.
Because one motorist’s use of a congested road reduces the road’s value for
other drivers and drivers can be selectively prevented from entering the
roadway through the use of gates or technologies that monitor use, it is
increasingly appropriate to charge drivers for some roadway use in the same
way the private market charges for other goods and services.

A driver decides which road to use based on private needs: for instance, the
shortest distance or fastest route between destinations, or the closest, most
accessible highway. The fact that each driver decides on a route independently
of other drivers is not a problem when the number of drivers is well below the
roadway’s capacity. However, when drivers have free access to roads, crowding
occurs at times of high demand, decreasing vehicle speed and flow. Each addi-
tional driver slows down other drivers on the roadway, causing them to lose
time and to burn extra gasoline. However, drivers typically do not consider
the added costs they impose on others. This is a “get in line” or “queuing”
approach to allocating road space. When there is a shortage of something—
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for instance, space on a ski lift, or attendants at the Department of Motor
Vehicles—those willing to get in line and wait eventually receive what they
want. This approach to road-use management is inefficient because it allo-
cates road space to those with the time to wait in traffic, not necessarily to
those who value its use most highly.

If a roadway is priced—that is, if drivers have to pay a fee to access a partic-
ular road—then congestion can be avoided by adjusting the price up or down
at different times of day to reflect changes in demand for its use. Road space
is allocated to drivers who most highly value a reliable and unimpaired
commute. This arrangement encourages drivers to consider the tradeoff
between the price of using the road and the additional time and inconven-
ience of using a nonpriced, alternate route, or driving at a noncongested time.
Drivers who place a high value on the predictability and reduced time of
commuting, for instance, a doctor who has been called to the hospital for an
emergency, have the option to pay for access to noncongested roads. Drivers
with more time flexibility, for instance a person doing his or her grocery shop-
ping, can avoid the road and the fee. They can use alternative but more
congested roads, shift when they drive to nonpeak hours, or use mass transit
when it provides a cheaper alternative to driving. The average cost to each
driver falls because drivers have a choice in how they pay for roadway use, in
time or in money.

The Cost of Congestion

Over time, slowing traffic exacts heavy costs on drivers. On average,
congestion caused 47 hours of delay for U.S. commuters and commercial
truck drivers in 85 urban areas during peak hours in 2003. For America’s
13 largest cities, this number is much higher: 61 hours. Extra fuel is
consumed on congested roads because of the effect that waiting in stop-and-
go traffic has on fuel economy. In 2003, sitting in traffic wasted about
2.3 billion gallons of fuel, or almost 1.4 percent of all fuel consumed by light-
duty and commercial vehicles that year. Waiting in traffic can also increase the
cumulative amount of pollution emitted from a vehicle’s tailpipe, which
contributes to poor air quality and more greenhouse gas emissions.

Aggregating over the 85 most congested U.S. cities, the cost of time wasted
in traffic and extra fuel consumed by commuters and commercial truck
drivers due to congestion is estimated to have exceeded $63 billion in 2003
(see Table 6-1). In Los Angeles, the city with the worst congestion, the fuel
and time cost of waiting in traffic was calculated to be almost $1,600 per trav-
eler in 2003. In Philadelphia, congestion is noticeably less than in Los
Angeles, but the estimated cost to travelers is still high: $641 per traveler per
year. In addition, businesses that rely on regular and on-time delivery of
supplies have begun to maintain larger inventories to safeguard against
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TABLE 6-1.— Cost of Congestion in Wasted Time and Fuel in the largest Urban Areas

Annual delay per Total cost Cost per peak

Metro area traveler (in hours) ($ in millions) traveler
Los Angeles—Long Beach-Santa Ana CA... 93 $10,686 $1,598
San Francisco—Oakland CA... 72 2,605 $1,224
Washington DC-VA-MD.... 69 2,465 $1,169
Atlanta GA.... 67 1,754 $1,127
Houston TX... 63 2,283 $1,061
Dallas—Fort Wi 60 2,545 $1,012
Chicago IL-IN.... 58 4,274 $976
Detroit MI. 57 2,019 $955
Miami FL...... 51 2,486 $869
Boston MA-NH-RI. 51 1,692 $853
Phoenix AZ .......cccocvevernnee 49 1,294 $831
New York—Newark NY-NJ-CT 49 6,780 $824
Philadelphia PA-NJ-DE-MD 38 1,884 $641

Source: Texas Transportation Institute, 2005 Urban Mobility Report.

unanticipated delays caused by congestion. A recent study conducted by the
Department of Transportation confirms that congestion has resulted in higher
transportation prices and less reliable pickup and delivery times for freight.

Building More Roads

Expanding road capacity may be an important component of any long-
term strategy to accommodate traffic growth in urban areas. However, there
are a number of reasons why a construction-only strategy to alleviate conges-
tion is likely not the best solution. First, increasing capacity can take years to
complete and is expensive—one study found that a lane costs between
$1 million and $8.5 million per mile to build. Second, new lanes are often
needed in densely populated areas, but these are often also the areas where it
is most difficult to find unoccupied space for expansion, making new lanes
politically controversial. Third, a body of evidence suggests that the addition
of a nonpriced lane to an already congested roadway may do little to alleviate
congestion. This happens for two reasons: new roads generate additional
traffic as drivers take trips to destinations that previously took too long to
reach. And since traffic flow improves initially, drivers who were previously
using alternative, often less congested routes now find the highway with the
added lane more attractive. Drivers continue to redistribute themselves across
the various routes until the costs of using the new route and the costs of using
the existing route are about equal. At this point, no driver can be made better
off by changing routes. Ultimately, the reason why building more roads is
insufficient is because it does not address the underlying problem: roads are
not priced and are therefore subject to overuse.
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Pricing Road Space

There is reason to believe that reductions in traffic congestion would be
relatively easy to attain. Small changes in the number of cars using a partic-
ular roadway at a given time can result in large improvements in the flow of
traffic. For instance, the addition of just a few school buses makes traffic flow
noticeably worse on the first day of school, while traffic flow is noticeably
better on some State holidays when only a small number of residents stay
home from work.

Congestion pricing dampens demand for roads during peak hours and
spreads usage over a longer time period. Differentiating the price of a good by
the time of day effectively allocates limited space during periods of higher
demand. This approach is used by many providers of goods and services:
movie theaters charge more in the evening than they do midday; ski runs
charge more during weekends than they do on weekdays; airlines raise prices
on tickets during peak seasons; taxi cabs charge more during rush hour; and
railroads often charge lower prices for offpeak traveling.

In addition to improved allocation of road space, charging a fee also
provides urban planners with useful information about when and where to
invest in the expansion of existing road capacity. Expansion should be focused
on roads where drivers demonstrate a willingness to pay that is higher than
the costs of construction. Revenues from roadway pricing may also prove a
viable alternative to taxes as a way to fund the building of new roads in urban
areas. As is the case in other markets, those who use the roadway would pay
for its maintenance and expansion.

In general, there are two ways to price road space to address congestion:
cordon pricing and roadway pricing. Cordon pricing charges a toll to vehicles
for access to a congested area regardless of which roads in the area are used. It
is typically in effect during the work week and varies by time of day. Cordon
pricing has been implemented in a number of cities including London,
Stockholm, and Singapore. While cordon pricing has been considered for
several cities in the United States, it has not yet been implemented here. It is
likely to be less effective in cities that are less dense, do not have adequate
public transportation systems, and have multiple areas of centralized
economic activity (such as Phoenix or Los Angeles).

Evidence suggests that cordon pricing fees have been effective in reducing
congestion where they have been tried. After the first year that cordon pricing
was imposed in London, for instance, congestion fell by 30 percent, average
vehicle speed increased by 20 percent, and bus travel became more reliable
(see Box 6-2). One important mechanism for reducing congestion appears to
be the ability to substitute some form of public transportation for driving.
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Box 6-2: Cordon Pricing Experiences in London and Stockholm

In London, drivers pay an 8-pound fee for daily access to a portion of
downtown between the hours of 7:00 a.m. and 6:30 p.m. on weekdays.
There are no toll booths around the perimeter of this area. Instead,
cameras record the license plates of vehicles and check them against a
list of prepaid vehicles. Drivers have a variety of choices in how they
pay: they can pay at designated service stations, through the Internet,
by text message or phone, or by mail. Weekly and monthly charges also
are available for regular commuters. If drivers have not prepaid, they
have until midnight of the next day to do so. Anyone who drives within
the zone without paying during this time period is fined 100 pounds
through an automated system.

Stockholm also recently implemented cordon pricing, but it differs from
the London system in two ways. First, it charges vehicles via a card
mounted on the windshield that is read electronically by roadside beacons
when cars drive past them. Second, Stockholm uses a variable pricing
system, which means that the fee is higher during rush hour periods.

A recent report on the London policy indicates that cordon pricing
has led to a 30 percent reduction in delay time for city commuters.
Initial reports from Stockholm’s 6-month test period indicate that there
were decreases in traffic of about 22 percent due to cordon pricing.
Large reductions in London and Stockholm traffic were due in part to
increased use of bus transit. In spite of early criticism from drivers and
businesses within the central city, cordon pricing has grown in popu-
larity in London. In Stockholm, this has also been the case: a majority
of residents voted to retain cordon pricing after the test period ended.

Roadway pricing aims to limit congestion on certain routes by charging
variable fees (tolls) to access a particular lane or road, regardless of the final
destination. Ideally, road tolls should be responsive to the actual level of conges-
tion at each moment. By increasing the fee during periods of high demand and
reducing it during periods of low demand, the variable tolls reduce congestion
by encouraging offpeak driving and the use of alternative routes.

Variable tolls are rare in the United States. Most of the over 5,000 miles of
toll roads in the United States have flat tolls designed to generate revenue,
rather than variable tolls to relieve congestion. Where they do occur, they are
typically limited to a single road or freeway. On the congested bridges and
tunnels connecting New York and New Jersey, tolls are discounted by
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20 percent ($1.00) during nonpeak hours. Results of a small survey indicate
that about 7 percent of drivers changed their behavior as a result of these vari-
able tolls. The most common changes were to switch to mass transit, carpool,
or to increase offpeak driving.

Recently, the Department of Transportation helped fund a small pilot
project in Seattle to examine how drivers would respond if the entire road
system in the city were subject to a variable tolling system. Where and when
participants drove was automatically tracked and transmitted by a device
installed in their car. Participants received prepaid accounts between $600
and $3,000 to pay the tolls. At the end of the pilot, they were allowed to keep
whatever they did not spend. Tolls ranged from 5 to 50 cents per mile
and varied by road and time of day. Preliminary results show that nearly
80 percent of participants decreased the amount they drove or changed when
they drove. On average, participants took 5 percent fewer trips by automobile
and drove 2.5 percent fewer miles each weekday due to tolls. Participants took
10 percent fewer trips and drove 4 percent fewer miles during the morning
commute.

Currently, there are about six U.S. highways that use high-occupancy toll
(HOT) lanes, many of which incorporate variable pricing and were piloted
using Federal funds. HOT lanes are variations of the high-occupancy vehicle
(HOV) lanes discussed earlier in the chapter, but they have greater potential to
reduce congestion since they are less likely to be underutilized. Similar to
HOV lanes, they allow carpoolers to use the road for free or at a discount but
charge a toll to single occupancy drivers for access. The toll frequently varies
by time of day. Some tolls set variable prices based on historical highway use
and adjust rates monthly or quarterly. Other tolls use real-time information on
congestion conditions to adjust tolls dynamically over the course of the day. In
locations where HOV lanes are underutilized, conversion to HOT lanes is
suggested as a way to increase use and to provide more choice to drivers. For
instance, in San Diego, conversion of HOV lanes to HOT lanes on a portion
of Interstate 15 increased usage by 64 percent over a 3-year period. Several
studies confirm that there are substantial gains in societal welfare from
allowing solo drivers to pay for access to existing HOV lanes. Others caution,
however, that when only one HOV lane is converted to a variable toll and
other lanes are free of charge, any temporary decrease in congestion on the
remaining free lanes may be offset by the redistribution of traffic.

The use of real-time or historically based variable tolling on HOT lanes may
have a significant effect on traffic flow. For instance, San Diego’s variable toll
uses real-time pricing, which changes every 6 minutes to reflect the amount of
traffic on the road. Computerized electronic signs make information on the
toll amount and the speed and flow of traffic available to drivers before they
have to decide between the free and priced lanes. Results show that travel times
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vary little on San Diego’s variable toll lanes because free-flow conditions are
almost always maintained. In Orange County, the tolls vary by hour and day
of the week, but are based on historical information. While they are adjusted
several times each year, the toll does not convey actual conditions to drivers,
only average conditions. Thus, unexpected events such as accidents can cause
major delays on the variable toll lanes and because drivers do not have up-to-
date information on road conditions, travel time is less predictable.

Despite their potential benefits, toll lanes are sometimes portrayed as
“Lexus Lanes.” The contention is that tolled roadways supply faster routes
only to high-income drivers who can afford to pay the tolls, while lower
income drivers continue to be stuck in traffic. One study finds that drivers
with higher incomes tend to use HOT lanes more often than lower income
drivers, but that lower income drivers rely on toll lanes when on-time arrival
at their destination is important. For instance, you can imagine a case where
a parent is running late, but needs to be at the daycare to pick up his or her
child by a certain time. If the parent is late, and the daycare fines him or her
$10, then paying a $4 toll to arrive on time saves $6. A recent survey also
finds that support for or opposition to HOT lanes is unrelated to income.
Another study finds that lower income, bus commuters were some of the
largest beneficiaries of cordon pricing in London. Bus riders are exempt from
paying the cordon fee, but their commute times greatly improved. Not
surprisingly, the number of bus passengers during morning hours increased.

Experts note that implementation of congestion pricing faces less resistance
where motorists are unaccustomed to free and unrestricted roadway access.
For instance, it may be more feasible to implement congestion pricing on a
new road than on an existing road. Likewise, it may be easier to convert HOV
lanes to HOT lanes. The advent of new technologies that electronically
charge the toll by sensing a microchip placed on the windshield of the vehicle
eliminates the need for a driver to stop and physically pay the toll. These are
increasingly used to charge drivers tolls on existing roadways, making conges-
tion pricing systems easier and less costly to implement.

Historically, one of the largest hurdles to variable price tolling on roadways
in the United States has been the Federal-aid highway program, which has
prohibited states from collecting tolls on interstates or other roads that receive
Federal funding. Federally funded pilot projects that explored variable price
tolling brought the advantages of congestion pricing to the attention of poli-
cymakers. Policymakers also began to explore the use of pricing mechanisms
to reduce congestion in other contexts, such as for allocation of runway access
at airports (see Box 6-3). A transportation bill signed into law in 2005 (The
Safe, Accountable, Flexible, Efficient Transportation Equity Act: A Legacy for
Users) provides states with increased flexibility to use tolling to manage
congestion and finance infrastructure improvements, and provides ways to
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participate in pilot demonstrations of variable tolling. States such as Texas and
Colorado have passed laws allowing the formation of toll authorities at local
levels that can then construct and operate toll roads. States such as
Washington, California, Florida, and Minnesota have identified candidate
freeways for variable tolling.

Box 6-3: Airport Pricing to Decrease Congestion

Though traffic jams are easily observable manifestations of conges-
tion, flight delays and runway bottlenecks also waste time and fuel.
Landing fees at most U.S. airports are directly related to the weight of
the plane, even though lighter and heavier planes tend to consume
approximately the same runway time. This contributes to airport
congestion because it encourages smaller, lighter planes (which can
use smaller satellite airports) to overuse the airport, displacing larger,
heavier passenger planes and reducing the number of passengers that
an airport can serve at a time.

A short-lived experiment at Boston’s Logan airport in 1988 demon-
strates how a change in the landing fee structure can effectively reduce
airport congestion. Boston changed its runway use fee from one based
only on aircraft weight to one that combined a non-weight-based fee
and a smaller weight-based component. The fee for a small single-
engine plane increased from $25 to about $100, while the fee for a large
jumbo 747 jet decreased from $800 to less than $500. By flattening the
landing fee, Logan made it relatively more costly to land small planes,
decreasing their volume. This allowed it to more easily accommodate
the larger planes that carry more passengers.The result was that Logan
airport reduced delayed landings from 30 percent to 14 percent in less
than 4 months. Despite a reduction in congestion, the new landing
fee structure abruptly ended when the program was deemed to be in
violation of the Federal Aviation Act.

The auctioning of runway access for planes may prove to be an even
more effective way to reduce congestion at airports. An auction would
award landing rights to the carrier that values the slot the most. Such
auctions have been successful in other contexts such as to allocate radio
waves while still accommodating smaller local and public radio stations.
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Conclusion

The transportation industry relies overwhelmingly on petroleum for fuel.
In spite of its reliance, the market largely functions as it should; while trans-
portation is particularly unresponsive to changes in oil prices in the short run
due to the lack of readily available substitutes, it does eventually respond.
Also, the price reflects the costs to the firm of producing the oil and the bene-
fits to drivers from consuming the oil. That said, the use of oil by the
transportation and other sectors generates costs to national security and the
environment that users typically do not take into account. Likewise, the full
costs of congestion are not taken into account by individual users when they
drive, since roadway use is not priced by the market. Carefully crafted poli-
cies could help address these costs but care should be taken as government
action itself imposes inefficiencies.
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CHAPTER 7

Currency Markets and Exchange Rates

n the modern economy, firms buy and sell products from more than just

local or national markets. Often a firm’s supplier is located in a different
country. To make purchases and sell their own goods internationally, firms
need to change units of one currency for units of another currency. For
instance, when a British firm trades with a U.S. firm, the U.S. firm may pay
in U.S. dollars. However, the British firm needs to pay many of its costs in
British pounds. When the U.S. firm pays the British firm, then, one of two
things has to occur: the U.S. firm must convert its dollars to pounds and then
pay the British firm in pounds, or the British firm must accept dollars from
the U.S. firm and then convert the dollars into pounds to pay its workers.
And, to be sure that the sum in pounds is equivalent to the sum in dollars, all
parties to the transaction must know the value of dollars in terms of pounds.
Now multiply this single transaction by the number of countries and firms
involved in all aspects of the production of all internationally traded goods
and services and one can see that multiple currencies make international trade
far more complex and difficult than domestic trade.

The desire to transact internationally provides the impetus for a huge,
well-functioning market that facilitates such currency conversions and allows
global economic integration and trade to take place smoothly and quickly at
low cost. Both by volume of trade and ease of making transactions, currency
markets today are the world’s deepest, most liquid markets in the world.
Currency markets range from simple markets where parties simply exchange
one currency for another, to sophisticated markets where parties buy and sell
currency far into the future.

In 2005 the United States imported and exported over $3 trillion worth of
goods and services. In addition, gross sales and purchases of long-term U.S.
securities, such as corporate and Treasury bonds, to residents of foreign coun-
tries amounted to around $41 trillion. Most of these transactions either
directly or indirectly required a foreign-exchange transaction. A foreign-
exchange transaction is a trade of any two currencies. For example, a purchase
of Japanese yen with U.S. dollars is a foreign-exchange transaction.

As cross-border transactions have become larger and more frequent,
foreign-exchange markets have become increasingly important to the global
economy and have grown in relative size: whereas U.S. cross-border trade in
goods and services and long-term securities are measured in trillions of dollars
per month or year, turnover in foreign-exchange markets is measured in tril-
lions of dollars per day. Daily average turnover in global foreign-exchange
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markets averaged $1.9 trillion in April 2004. (Note: Unless otherwise noted,
all foreign-exchange transactions data in this chapter are from April 2004, the
latest date for which global turnover data are available.)

Foreign-exchange transactions vary in size and complexity. A foreign-
exchange transaction is simply a trade of one country’s currency for that of
another, whether the amount traded is a few dollars or a few billion dollars;
whether the entity making the exchange is a tourist changing money at the
border for a short holiday or a foreign company building a new factory
needing to exchange millions in domestic currency to pay for materials and
labor; or whether the form of money being acquired is foreign currency notes,
foreign currency bank deposits, or assets such as stocks or bonds denominated
in foreign currency. Key points of this chapter are:

* Foreign-exchange markets not only allow firms to trade goods and services
across borders but also allow firms to manage the risks they face from
fluctuations in the price of their domestic currency.

* As with any other good, the exchange value of a currency is determined by
its supply, as well as the demand for the country’s assets, goods, and services.

* Over much of the 20th century, countries tended to favor fixed exchange
rates. In recent decades, there has been a shift away from fixed regimes
toward freely floating exchange rates.

* Monetary and exchange-rate policies are tightly linked. A nation’s
government must decide between controlling its exchange rate and
controlling its domestic inflation rate.

Currency Markets Are Large

On an average day in April 2004, an amount equivalent to $1.9 trillion was
traded in the foreign-exchange market. These trades occurred between
different agents (individuals, firms, banks, governments) and for different
reasons, varying from tourist demand for currency to firms needing payment
for goods in local currency. To put this number in perspective, on average in
2004, every 7 trading days a sum greater than the entire value of the U.S.
annual GDP changed hands in the foreign-exchange market. Not surpris-
ingly, turnover in the foreign-exchange market is larger than turnover in most
other financial markets. For example, the dollar value of average daily trading
on the New York Stock Exchange, the largest exchange in the world, was
around $46 billion in 2004, roughly 2 percent of the turnover in all world
foreign-exchange markets.

When currencies are traded in the foreign-exchange market, participants
need to know the value of their currency relative to other currencies, just as
participants in a traditional stock market need to know the value of the stocks
they wish to buy or sell. In foreign-exchange markets, this price is known as
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the exchange rate, the number of units of one nation’s currency that must be
traded to acquire one unit of another nation’s currency. For example, on
October 11, 2006, a person wanting to acquire one British pound would have
had to pay $1.86 in U.S. dollars. By November 30, 2006, a person wanting
to make the same trade would have had to pay almost $1.97 for one British
pound. In this case, the dollar is said to have depreciated. After the deprecia-
tion, more dollars are required to buy the same number of pounds. If the
transactions are viewed from the perspective of the pound, the pound is said
to have appreciated; fewer pounds are required to purchase each dollar.

In principle, an exchange rate exists between each possible pairing of the
individual currencies in the world. Among the 52 nations (out of a world total
of 193 nations) that reported formal exchange-market transactions in 2004,
there are 820 possible bilateral exchange rates. If the 12 European nations that
share the euro as their national currency had separate currencies, this number
would be even higher.

In reality, a substantial portion of foreign-exchange trading occurs through
an intermediate or a vebicle currency, that is, a currency that is widely used
throughout the world. For example, the U.S. dollar serves as a global vehicle
currency and the euro is becoming an important vehicle currency in Europe.
A Turkish bank that wishes to exchange Turkish lira for Swedish krona may
first exchange lira for euros and then exchange the euros for krona. Vehicle
currencies reduce transaction costs in foreign-exchange markets because a
bank wishing to provide foreign exchange for its customers need not keep
stores of large numbers of currencies on hand. Instead, it need only maintain
stores of its own domestic currency and one or two other vehicle currencies.

The U.S. dollar is the most important vehicle currency in the world. The
dollar has served as an important vehicle currency in part because it has
remained remarkably stable over time. This stability is in part a result of the
United States’ long history of flexible exchange markets and its commitment
to improving capital market and trade access to the United States. As of 2004,
the U.S. dollar was used in almost 89 percent of world currency transactions;
its average turnover was over $1.5 trillion per day, more than twice as much
as the next most-used currency, the euro. Most of this trading occurs outside
of the United States.

Just as a few vehicle currencies dominate the transactions, two trading
locations dominate foreign-exchange market transactions. In 2004, over half
of the world exchange-market transactions occurred either in London
(31.3 percent) or New York (19.2 percent). The next-largest location in terms
of trading share was Japan, with 8.3 percent of transactions. Foreign-exchange
market transactions are also concentrated among a few large banks. In the
United States, 75 percent of transactions were conducted by only 11 banks in
2004. In the United Kingdom, 16 banks captured 75 percent of foreign-
exchange market transactions.
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Innovations in technology, such as computers and international
communications networks, and breakthroughs in economic theory that have
improved our understanding of the value of currencies, have made foreign-
exchange markets among the most sophisticated markets in the world.
Investors can easily take advantage of small differences in exchange values
across the different global markets, buying a currency for a lower amount in
one location and selling it for a higher amount in another, making the global
currency market one global exchange.

The sophistication of modern currency markets also helps multinational
firms protect themselves, or hedge, against currency risk. Because costs and
revenues of multinational firms are often denominated in different currencies,
currency risk is a fundamental part of international trade, and changes in the
exchange rate affect the cash flow of the firm. For example, a Mexican manu-
facturer may enter into a contract with a U.S. firm, agreeing to sell its product
at a fixed dollar price for a set period of time, for example, 1 year. The
Mexican manufacturer must pay its employees in Mexican pesos but will
receive a fixed dollar stream of revenue. If the peso appreciates over the year
(that is, if the peso becomes more valuable so that it takes fewer pesos to buy
one U.S. dollar), the manufacturer’s dollar-denominated revenue will fall in
value relative to his peso-denominated costs. If the peso appreciates suffi-
ciently, the manufacturer may not be able to cover his costs. To see this
dilemma more clearly, suppose that when the Mexican firm enters into the
contract with its U.S. counterpart, the exchange rate is 10 pesos per dollar. If
the firm has costs of 1,000 pesos, and it receives $110, then the firm is able
to cover its costs and has 100 pesos of profit after the transaction. However,
if the peso appreciates over the year from 10 pesos per dollar to 8 pesos per
dollar, after the firm receives payment of $110, it will only hold 880 pesos.
The firm would not be able to cover the costs from the revenue it receives. If
the firm has no way to hedge this risk, its owner may be unable or unwilling
to enter into the contract and thus the opportunity for Mexico and the
United States to realize gains from this trade may not be realized. Advances in
economic theory that have helped companies learn how to price risk appro-
priately have enabled financial markets to develop contracts that allow firms
to sell their currency risk. Boxes 7-1 and 7-2 provide more detail.

Box 7-1: Types of Currency Market Transactions

A spot transaction is an immediate exchange of one currency for
another. A tourist exchanging currency upon arrival at an airport is an
example of a person making a spot transaction. Spot transactions
between professional currency traders specify a clearing date that
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requires the actual exchange of currency within 2 business days; the
2 days gives each side of the transaction ample time to move funds. As
a share of total foreign-exchange market turnover, spot transactions
have declined from 54 percent in 1989 to 33 percent in 2004. The share
of spot market transactions has not shrunk because the spot market is
smaller—the volume of spot transactions almost doubled between 1989
and 2004—but because the growth rate of other types of foreign-
exchange transactions has grown at a much faster rate. For example,
over the same time period, transactions with clearing dates in the future
have increased almost eightfold.

A forward transaction is similar to a spot transaction except that the
clearing date (also called the settlement date) is in the future. The price at
which the parties agree to exchange currency on the settlement date is
known as the forward exchange rate and it almost always differs from the
spot rate at the time the contract is entered into. In a forward transaction,
no currency changes hands until the settlement date.The primary purpose
of a forward transaction is to allow multinational firms to hedge their
currency market risk. A foreign-exchange futures transaction is virtually
identical to a forward transaction.The main differences between a forward
and a future transaction lie in the institutional details of the transaction.
For example, futures contracts tend to be much more standardized than
forward contracts and are sold on organized, centralized exchanges.

Foreign-exchange swaps combine a spot and a forward transaction
into one transaction. Foreign-exchange swaps are typically used by
banks and other dealers when they wish to temporarily reallocate their
portfolio into or out of a currency without incurring any exchange-rate
risk. In the swap, one currency is swapped for another for a prespecified
period of time. In about two-thirds of foreign currency swaps, the swap
period is less than 1 week. In 2004, foreign-exchange swaps accounted
for about 50 percent of the foreign-exchange market turnover. A foreign-
exchange swap is particularly useful for a firm that has payments and
expenses payable in the same currency but payable at different dates.
For example, a U.S. firm may receive a euro-denominated payment
from its German affiliate. The firm plans to use the payment to purchase
euro-denominated goods in 1-month’s time. However, over the month,
the firm would like to invest the money in the United States. This firm
could use a foreign-exchange swap in which it trades the euros for
dollars today and trades the dollars for euros at the end of the month.

A foreign-exchange or currency option gives the buyer the right, but
not the obligation, to purchase a prespecified amount of currency at a
prespecified price. Depending on the type of option, the contract can
either specify a date on which the option may be exercised (European
option) or may specify an expiration date, where the buyer may exercise
the option anytime prior to the expiration date (American option).
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Box 7-2: Hedging Against Foreign-Exchange Rate Fluctuations

In 2005 Volkswagen, a German automobile company, announced to
the world that it was going to increase its hedging of foreign-exchange
risk. Volkswagen was exposed to foreign-exchange risk because the
majority of its operating costs, in particular a portion of its labor costs
were denominated in euros, while a substantial share of its revenues
were denominated in U.S. dollars. In other words, Volkswagen paid its
workers in euros and received U.S. dollars for the cars it sold in the
United States.

Between 2002 and 2004, the euro appreciated considerably relative to
the dollar. That is, more dollars were required in order to purchase each
euro. Since Volkswagen was unable or unwilling to change the price of
cars sold in the United States enough to offset this swing in the
exchange rate, the company’s dollar revenues from sales in the United
States lost substantial value in terms of euros. With costs holding steady
and revenues falling, Volkswagen’s profits on U.S. operations were
reduced by an unfavorable change in the euro/dollar exchange rate.

To avoid similar losses in the future, the company chose to combat
the appreciating euro by increasing its hedging of foreign-exchange
risk. Between 2004 and 2005, Volkswagen more than doubled its use of
a variety of currency market contracts. In essence, this hedging strategy
involved buying forward contracts for euros at a predetermined rate so
that if the euro were to appreciate relative to the dollar and cause an
unexpected reduction in dollar revenue, the company would receive an
offsetting profit from its forward contract. If the euro were to depreciate
and cause an unexpected increase in dollar revenue, the company
would incur an offsetting loss from its foreign currency position. In this
way, Volkswagen was able to shield its revenue flow from foreign-
exchange volatility for the duration of its futures contracts.

Volkswagen'’s strategy highlights the benefits of hedging against the
currency risk posed by short-term fluctuations in exchange rates. When
faced with a permanent shift in the exchange rate, however, companies
operating in multiple currencies are forced to either change their prices,
which are in one currency, or change their costs, which are in another.
Volkswagen has therefore shifted some of its euro costs into dollar
costs by expanding production facilities in the United States. This
strategy, known as natural hedging, permanently eliminates the
currency mismatch between revenues and costs.
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What Determines Currency Values?

The exchange rate is a market price, and like other market prices it is
determined by the interaction of buyers and sellers in the market. In the
foreign-exchange market, the demand for a country’s currency arises from two
sources: demand for a country’s assets and demand for a country’s goods and
services. When analyzing foreign-exchange markets, the supply of a country’s
currency is usually taken as given and fixed at an amount determined by the
country’s central bank. The role of the central bank and the supply of money
will be revisited when exchange-rate policies are examined later in this chapter.

The concept of parity is central to any analysis of how exchange rates are
determined in the foreign-exchange market. Two types of parity are particu-
larly important: interest rate parity and purchasing power parity (PPP).
Exchange rates and prices that move too far from either concept of parity will
tend to move back toward the level implied by interest rate parity and
purchasing power parity as economic agents try to exploit pricing differences
across countries. In this way, the prices for currencies in the foreign-exchange
market adjust. Just as prices across markets within a country tend to move
toward each other as buyers tend to go to the lower priced market and sellers
tend to go to the higher priced market until prices are equalized. The absolute
volume and speed of asset trading tends to make interest rate parity a short-
term condition while purchasing power parity tends to hold over a somewhat
longer time horizon.

Interest Rate Parity

For the United States, the volume of international trade in assets is many
times larger than the volume of international trade in goods and services. As
a result, day-to-day fluctuations in the exchange rate tend to be driven much
more by the value and desirability of a nation’s assets than by the value and
the desirability of goods and services the nation is selling. That is, demand for
assets tends to determine the value of a nation’s currency in the very short run
because asset trade drives such a large part of the day-to-day transactions in
the foreign-exchange market.

Goods and services are purchased for use today while assets are bought in
order to purchase goods in the future. A financial asset is at its most basic a
contract that offers a payment at some future date. For some assets, the
contract is explicit: U.S. Treasury notes contain a promise to pay the face
value of the bond at a certain date in the future as well as a fixed sequence of
interest payments over the life of the note. For other assets, the contract is
implicit: buying a stock in a company gives the holder the right to sell the
stock at a future date but not at any explicit price. Because assets involve a
future payment, the return on an asset—the return is the future payment
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divided by the purchase price—is typically uncertain. Assets differ in the
amount of risk they offer. For example, a Treasury bond is considered to be
less risky than a stock. For any given level of risk, assets with higher future
payments are more desirable and tend to have higher prices.

Further, because the payment of an asset may vary depending on the
conditions at the time the payment is due—the stock may have a high price
or a low price when the holder sells the stock—information about the likely
amount of the future payment also affects how much of the asset people want
to hold today. For example, when a firm announces an increase in future divi-
dend payments, the price of the firm’s stock often increases. This increase
in price reflects an increase in the desire to hold the stock. Every time new
information is released, investors reevaluate their holdings of assets.

The foreign-exchange market plays an important role in determining the
value and return to foreign currency assets. When buying assets that are
denominated in a foreign currency, investors must take into consideration
both the future payment in terms of the foreign currency and any change in
the relative values of the two currencies, the exchange rate. For example, in
August 2006 the interest rate paid on 10-year U.S. Treasury bonds was
4.9 percent and the interest rate paid on 9- to 10- year German Treasury
bonds was 3.9 percent, a difference of 1 percentage point (see Chart 7-1).
Does this difference imply that investors should have preferred U.S. Treasury
bonds to German Treasury bonds?

Chart 7-1 Interest Rates on U.S. and German Long-Term Bonds
U.S. bond yields were higher than German bond yields in 2006.
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Not necessarily. The expected return for a U.S. resident who purchases a
German bond includes both the interest paid on the bond, in euros, and the
expected change in the exchange rate over the period during which the bond
is held. In other words, the return on a German bond, from a U.S. investor’s
perspective, includes both the explicitly defined interest rate and the value of
this return once converted back to U.S. dollars, an effect that can increase or
decrease the return to the bond.

An example will clarify the concept. A German investor wishes to
calculate the expected return on investing €100 in a savings deposit at a bank
in the United States for 1 year. She needs three pieces of information to
calculate the expected return: the current exchange rate between the dollar
and the euro, the interest rate paid on the savings deposit, and the exchange
rate that will prevail 1 year in the future. The investor knows the first two
variables (today’s exchange rate and the interest rate) with certainty. The one
element of the calculation that is not readily available is the future exchange
rate. For this example, let’s first assume the investor knows all three variables:
today’s exchange rate is $1 per euro, the interest rate to be paid on the savings
deposit is 5 percent, and the future exchange rate is $0.99 per euro (the euro
depreciates relative to the dollar). The calculation of the investor’s return is
straightforward: after exchanging her €100 for dollars, she has $100 in hand
and deposits it in the U.S. bank account. At the end of one year, she with-
draws $105 from the bank account and takes it to the foreign-exchange
market to trade the $105 dollars for ($105 / .99 =) €106.06. The effective
return on the savings deposit was 6.06 percent: the $5.00 in interest earned
by the $100 at 5 percent plus the €1.06 gained because the euro depreciated
by 1 percent.

In the example, the future exchange rate was taken to be 0.99, a 1-percent
depreciation of the euro relative to the dollar. Holding the U.S. interest rate
fixed, changes in the future exchange rate have large implications for the rate
of return. For example, if the euro had appreciated by 1 percent, the return
would have been just under 4 percent: the $5.00 in interest earned by the
$100 at 5 percent minus the €1.04 lost because the euro appreciated by
1 percent. Had the future exchange rate been the same as the initial exchange
rate, the return would have been the 5 percent paid on the deposit. Investors
must take into consideration future changes in the exchange rate in order to
decide which asset has a higher expected return.

Now, what happens if investors all decide that the expected return—the
return considering both the exchange rate and the interest rate—is higher on
German bonds than on U.S. bonds? In this case, U.S. investors will sell U.S.
dollars and purchase euros and then use the euros to purchase German bonds.
The investors will keep doing this until they no longer perceive German
bonds as having a higher return than U.S. bonds. That is, investors keep
buying German bonds until prices adjust. In this example, there are three
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prices: the two interest rates and the exchange rate. Here, the euro would
appreciate because the demand for euros is rising; the yields on German
bonds would fall; and the yields on U.S. bonds would tend to rise.

Interest rate parity is one of the key equilibrium relationships in
international economics: The foreign-exchange market is in equilibrium
when deposits of all currencies offer the same expected risk-adjusted rate of
return. Interest parity is expected to hold except when countries prevent the
free flow of assets. If, in the example above, German and U.S. residents could
only buy their own domestic bonds, interest parity would not necessarily
hold. The return on the bonds would be determined independently in each
country. This issue is revisited in Box 7-4 later in the chapter.

Purchasing Power Parity

The last section focused on the influence the return on a country’s assets
tends to have on the country’s exchange rates. Purchasing power parity is a
second equilibrium concept that also helps determine exchange rate. PPP
also relies on the concept that prices (and returns) must be consistent
internationally. At a weekend farmer’s market, the price of corn cannot vary
too much between any two vendors. If there is a large difference in price for
the same corn, most of the corn sales will be at the cheaper booth. In other
words, people at the market, perceiving the corn to be the same quality, will
tend to buy from the cheaper vendor until either that vendor’s supply is
exhausted or the prices at the two booths adjust so that they are closer
together. Purchasing power parity is an extension of this simple concept on
a global scale. That is, prices of goods sold in any two countries should
exhibit about the same price once those prices are converted to a common
currency. If goods are sold for different prices in different countries, then
either the prices of those goods or the exchange rate would be expected to
change until the exchange-adjusted prices in the two countries were similar.

An example may clarify how this process works. Imagine a farmer’s market
with three booths. One booth sells corn in U.S. dollars, the second booth sells
identical corn in euros, and a third booth (the foreign-exchange market) sells
and buys euros at a posted price. A buyer arrives at the market with a single
U.S. dollar in his pocket and wishes to buy corn. The prices are as follows:
1 bushel of corn from the U.S. dollar booth sells for $1, the same bushel of
corn sells for 1 at the euro booth, and at the foreign-exchange booth $1 can
buy 1.1. Therefore, the buyer finds that euro-corn is cheaper; he exchanges
his U.S. dollar for 1.1 and is able to buy 1.1 bushels of corn instead of the
1 bushel he could buy at the dollar market. If nothing changes, all buyers who
show up to the market will prefer euro corn. In response to this preference,
two things are likely to occur. The price of corn at the dollar booth will
begin to fall as the dollar booth sees less demand for its corn, and the
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foreign-exchange booth will raise the price of euros relative to dollars as it
perceives an increased demand for euros.

The above example is quite stylized; however, the economic forces in the
global marketplace work in exactly the same way. Buyers and sellers search for
the best location to sell their goods. However, unlike asset markets in which
the adjustments can happen on a large scale very quickly, purchasing power
parity depends in part on the adjustment of goods markets, which tend to take
place over a relatively long period of time. Therefore, purchasing power parity
tends to hold over a very long time horizon—months and years rather than
day-to-day. In addition, because there are real costs to shipping goods interna-
tionally, very small differences in purchasing power parity will not necessarily
disappear. Nevertheless, purchasing power parity is a powerful concept.

Fixed versus Floating Exchange Rates

The previous sections assumed that currency values could immediately
adjust as the demand for either goods or assets changes. In reality, some coun-
tries do not allow the value of their currencies to fluctuate. Instead, by
systematically changing the supply of their own currency through changes in
monetary policy, they control the changes in the value of their currencies and
limit exchange-rate movements. The choice of exchange-rate policy is often
called the exchange-rate regime of a country. This section discusses the two
most basic categories of exchange-rate regimes, fixed and floating. Defining a
country’s exchange-rate regime is, in practice, not an easy task. For example,
in 2004 the International Monetary Fund (IMF) identified eight distinct
exchange-rate regimes (see Box 7-3). Using the simplification of fixed versus
floating allows a simpler discussion of the links between the exchange rate and
monetary policy, a topic discussed in the next section.

Floating Exchange-Rate Regimes

Floating exchange-rate regimes are regimes in which the government takes
no action to influence the exchange rate. Under this regime, the exchange rate
is completely determined by the general market forces discussed above. One
advantage of a floating exchange rate is that the government does not have to
have any knowledge over what the correct or true exchange rate should be.
Market forces drive the exchange rate toward its true value.

Over the past 25 years, there has been a general trend away from fixed
exchange rates and toward floating exchange rates. Chart 7-2 illustrates this
general trend. The chart shows that the number of countries using floating
exchange rates has risen gradually over time. In 1980, over 75 percent of the
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Box 7-3: A Description of the IMF Classification of Exchange-
Rate Regimes

Exchange arrangements with no separate legal tender: A country
gives up its own currency and allows the currency of another country
to circulate as the sole legal tender. This exchange regime is often
referred to as dollarization. This classification includes countries, such
as members of the euro area, that form currency unions: arrangements
by which the same legal tender is shared by the member countries.

Currency board arrangements: An exchange-rate regime in which a
country commits to exchange domestic currency for a foreign currency
at a preannounced price. Currency board arrangements feature restric-
tions on the nation to ensure that it will abide by its legal obligation.

Conventional fixed peg arrangements: A regime in which a nation
announces that it will buy or sell its currency in exchange for a foreign
currency at a preannounced price. This regime differs from a currency
board arrangement only in the legal structure of the regime.

Pegged exchange rates within horizontal bands: A regime in which a
country allows only limited movements in the exchange rates. The
nation announces a high and a low value for the currency and only
agrees to sell the domestic currency at the high price and to buy the
domestic currency at the low price.

Crawling pegs: A crawling peg is essentially the same as a pegged
exchange rate except that the price at which the currency is traded
changes over time. For example, a nation that wishes to allow a long-
term appreciation of its currency may choose to do so by adopting a
crawling peg that allows the currency to appreciate on average.

Exchange rates within crawling bands:This regime is a combination
of a crawling peg and a pegged exchange rate with horizontal bands.

Independently floating: The exchange rate is driven by the market.
The country does not attempt to influence the value of the exchange
rate. For example, the United States has an independently floating
exchange rate.

Managed floating: The exchange rate is driven by the market part of
the time but on occasion the government seeks to systematically influ-
ence the exchange rate through purchases or sales of the currency.
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countries listed in the IMF exchange classification maintained a specific target
for their exchange rate. By 2005, this number had dropped to 55 percent.

Even among countries that are considered to be freely floating, the
government may occasionally or even periodically intervene in the exchange
market. For example, Turkey, listed as freely floating in the IMF classification
system, does not have a fixed exchange rate but reserves the right to intervene
in the exchange market to limit volatility in its exchange rate (and has done
so many times over the past few years).

Fixed Exchange-Rate Regimes

A fixed exchange-rate regime is a regime in which a nation’s government
announces the price at which its currency will trade for another currency. To
maintain the exchange rate, the government must stand ready to buy or sell
unlimited quantities of currency at the preannounced price. To keep the
exchange rate from appreciating, the government sells its domestic currency
in exchange for foreign currency. The increased supply of the currency lowers
the value of the currency. To keep the exchange rate from depreciating, the
government buys its domestic currency using foreign currency. To make these
transactions, the government must have sufficient supplies of both domestic
and foreign currency. Maintaining a supply of domestic currency is simple, as

Chart 7-2 Exchange Rate Policy Has Moved Away from Fixed Rates
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the government has the right to print unlimited quantities of its own
currency. However, supplies of foreign currency must be held in reserve and
the government does not have the option of increasing its supply. The possi-
bility of running out of foreign currency and being unable to keep the
currency from depreciating is one of the reasons that many nations have given
up fixed exchange-rate regimes.

Fixed exchange rates have been used by a large number of countries and for
a large portion of modern economic history. Following World War II, the
major industrialized countries agreed to fix the value of their currencies with
respect to each other. This agreement was known as the Bretton-Woods
agreement, and the IMF was established in 1949 to monitor this system of
exchange rates. To a greater or lesser degree, this system remained in place until
the early 1970s, when countries began to allow their exchange rates to drift.

Following the breakdown of the Bretton-Woods agreement, the Western
European nations joined together in a fixed exchange-rate regime. After suffering
several major exchange-rate crises, 12 of the European nations preferred so
strongly to maintain a fixed exchange rate that they agreed to give up their
national currencies and the euro area was established. By giving up their national
currencies and forming a monetary union, the member nations hope to avoid
future crises. While the euro area is still relatively young (it was formally
established in 1999), the currency union has not yet suffered a major crisis.

The Links Between Monetary and Exchange-Rate
Policies

A nation’s choice of exchange-rate policy is tightly linked to a nation’s choice
of monetary policy. They are tightly linked because exchange-rate policy is a
form of monetary policy. Monetary policy, broadly defined, is the policy that
controls the growth rate of the money supply. In order to fix the exchange rate,
a government must use its ability to control the money supply to sustain a fixed
level of the exchange rate. If the supply of money is dedicated to controlling
the level of the exchange rate, it cannot simultaneously be dedicated to control-
ling inflation. Given the earlier discussion of interest rate parity, the choice of
monetary target is essentially a choice between stabilizing domestic prices and
stabilizing the exchange rate. If the exchange rate is fixed, then domestic prices,
both asset prices and goods prices, must do all of the adjusting.

The increase in the number of economies preferring floating exchange rates
and the rise of independent central banks with mandates to maintain price
stability is not a coincidence. An increasing number of countries have come
to desire central banks charged with maintaining low and stable inflation.
To achieve this goal, central banks need a nominal target to automatically
stabilize the money supply. Most modern central banks have chosen a
domestic short-term interest rate for the nominal target. The short-term
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policy rate allows the central bank complete autonomy over choosing the rate
of domestic inflation.

The short-term policy rate is not the only nominal anchor available to the
central bank, however. The central bank could choose to fix the domestic
price of gold or any other commodity. The use of the gold standard has a long
and reputable history. A nation’s exchange rate with another country can also
be used as the nominal anchor for monetary policy. By fixing the value of the
domestic currency against another currency, a country essentially adopts the
monetary policy of the foreign country; one of the problems of using a strict
fixed exchange rate is that the monetary policy of the foreign country may
differ from what the central bank would have chosen given complete
autonomy. That is, the bank could be forced to print either more or less
currency than it would have otherwise chosen.

Thinking through a specific example will help clarify the relationship
between exchange-rate policy and overall monetary policy. For a long time,
China had a fixed exchange rate with the United States. To maintain its fixed
exchange rate, the Chinese government had to stand ready to buy or sell yuan,
China’s domestic currency, for U.S. dollars at a fixed price. From 2000 to July
2005, this price was set at approximately 8.28 yuan per dollar. Over this time
period, Chinese productivity growth was much higher than U.S. productivity
growth and Chinese prices on average grew much more slowly than U.S.
prices. High productivity growth implies a high return to investment in
China relative to the United States. The slow growth of Chinese prices implies
that, holding the exchange rate constant, Chinese goods were becoming
cheaper relative to goods in the United States. Therefore, both in terms of
maintaining interest rate parity and in terms of maintaining PPD, there was
pressure for the yuan to appreciate relative to the U.S. dollar. How did the
Chinese authorities prevent the appreciation?

The Chinese authorities prevented the appreciation by buying U.S. dollars
and exchanging these dollars for yuan. The pressures for appreciation of the
yuan implied that the yuan was facing higher demand—that more goods
could be purchased for dollars converted to yuan, and investments in China
delivered, on average, a higher return. To offset the increase in demand, the
Chinese government effectively increased the supply of Chinese assets and
decreased the supply of U.S. assets. Chinese foreign-exchange reserves
increased from around $150 billion in early 2000 to almost $1 trillion by
September 2006, a truly remarkable increase. In other words, the Chinese
prevented an appreciation of the exchange rate by effectively printing yuan
and using those yuan to accumulate U.S. dollar assets.

By fixing the exchange rate, the Chinese monetary authority is unable to
use monetary policy for any other goal. By printing yuan, the Chinese raise
the amount of currency in the country, which in turn, holding all else equal,
raises the domestic price level, thus raising the economy’s inflation rate.
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But if they are just printing enough to buy and hold U.S. assets, from
where does the domestic price pressure arise? The price pressure arises as the
yuan, which are used to purchase the dollar assets, flow back into the Chinese
economy. In other words, the prices increase because of foreign demand for
Chinese goods. On the surface, this foreign demand appears to arise as a result
of the Chinese exchange-rate regime; however, this demand is the same
demand which was originally putting pressure on the Chinese exchange rate.
At the old prices, there was not enough supply of Chinese goods to meet all
of the demand. Because the exchange rate was unable to adjust, the price of
Chinese goods had to adjust.

Could the Chinese conduct a monetary operation to lower inflation? To
lower inflation, the Chinese would need to remove yuan from circulation,
perhaps by selling domestic bonds. This transaction is sometimes referred to
as sterilization. The action, however, will tend to raise the value of the
currency: the currency would become scarcer as a result of the reduction in
supply. As the currency becomes more valuable the foreign-exchange value of
the currency would tend to appreciate. Any monetary action the Chinese
undertake to reduce domestic inflation tends to undo their exchange-rate
intervention (see Box 7-4).

This example also illustrates why the Chinese intervention does not system-
atically change the relative real prices between the United States and China.
Had the Chinese government not intervened, Chinese domestic prices would
have remained the same in terms of yuan and become more expensive in
terms of dollars through a change in the exchange rate. With the intervention,
Chinese domestic prices rose in terms of yuan and became more expensive in
terms of dollars even though the value of the nominal exchange rate was
unchanged. This outcome occurs any time a country takes actions to fix its
exchange rate: fixing the nominal exchange rate does not necessarily have any
impact on the relative prices between two countries. In other words, fixing the
nominal exchange rate does not tend to move countries away from purchasing
power parity. The only effect is that domestic goods prices have to do all of
the adjustment since the exchange rate is fixed.

In the end, central banks that choose to fix the value of their exchange rate
relative to another currency and central banks that choose to set a short-term
interest rate are each choosing a different tool to conduct monetary policy.
Economic theory does not dictate a clear preference between the two tools;
however, by 2006 no central bank from any major industrialized nation has
opted to use a fixed exchange rate, while maintaining their own domestic
currency, as a monetary policy instrument. These central banks understand-
ably believe that interest rate targeting, in practice, is a preferred tool in the
conduct of monetary policy.
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Box 7-4: The Impossible Trinity

A fixed exchange-rate regime forces a country to choose between
allowing free flows of assets in and out of the country or restricting the
flows in order to preserve independent monetary policy. This choice is
forced on countries because only two of the following three policies—
free asset flows, a fixed exchange rate, and an independent monetary
policy—can be maintained at any point in time.

The underlying reason for this restriction is that free asset flows and
monetary policy operations may yield a foreign-exchange value of the
currency which is inconsistent with the fixed rate that the government
is trying to maintain. The United States, for example, allows free asset
flows and maintains an independent monetary policy. As a result, the
U.S. central bank, the Federal Reserve Board, can influence domestic
interest rates relative to foreign rates. If the Federal Reserve elects to
raise domestic rates, however, then the United States becomes a more
attractive investment environment relative to other countries, and
assets flow into the U.S. economy. Because this shift in asset flows
raises demand for the U.S. dollar, the exchange rate appreciates. Since
the U.S. government lets the market determine the dollar’s foreign-
exchange value, the dollar’s appreciation can occur without any active
intervention by the Federal Reserve.

In this example, the only way to break the direct link between the
exchange rate and the interest rate would be for the United States to
restrict asset flows. If assets cannot flow into the United States,
demand for the dollar does not rise with the increase in interest rates,
and the exchange rate does not necessarily appreciate. In other words,
one of the key assumptions of interest rate parity—that assets can flow
to the location with the highest return—is broken.

Denmark, on the other hand, effectively pegs its domestic currency to
the euro and allows free flows of assets, as evidenced by the nearly
632 billion kroner of foreign direct investment in Denmark in 2005 (over
40 percent of Denmark’s GDP). By pegging its currency and allowing
free asset flows, Denmark essentially loses the ability to independently
determine its domestic inflation rate. If Denmark were to alter interest
rates so that they deviated from world rates, assets would flow in or out
of the Danish economy and lead to a shift in the exchange rate. To
correct this shift and maintain its fixed exchange rate with the euro,
Denmark would then have to buy or sell kroner, thus negating the
interest rate changes it achieved through its monetary policy. In this
sense, free asset flows and a fixed exchange rate make an independent
monetary policy virtually impossible.

continued on the next page
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Box 7-4 — continued

In the middle of the spectrum are countries such as China, which has
pegged its exchange rate to the U.S. dollar. China can, to a limited extent,
operate an independent monetary policy, however, because it restricts
the ability of its residents to move capital out of the country. In China’s
case, world and domestic interest rates can differ since restrictions on
the flow of funds out of the domestic economy limit the resulting
changes in the money supply and the corresponding pressures on the
exchange rate.

Conclusion

Currency markets facilitate global trade and investment by making it easy
for firms and investors to buy or sell the currencies they need to do business
globally. In the absence of global currency markets, the benefits of interna-
tional openness would be nearly impossible to realize—international trade
would effectively be reduced to barter arrangements. The growing importance
of international trade and investment has been accompanied by an increasing
number of transactions in the foreign-exchange markets.

The value of a nation’s currency is determined like any other good, service,
or asset. The more people demand the currency and the scarcer the supply of
the currency, the higher the currency’s value. The value of a currency is meas-
ured by its purchasing power relative to other currencies. In other words, the
value of a currency is measured by its exchange rate with other currencies.

Exchange-rate policy is a form of monetary policy. When a country fixes its
exchange rate relative to another country, that country must use its monetary
policy to maintain the exchange rate. A country with a fixed exchange rate
does not have the ability to use monetary policy for any other purpose, just as
a nation which sets a short-term interest rate must devote its monetary policy
to achieving that goal.

In addition, the value of a country’s currency is in large part determined by
the value of that country’s goods, services, and assets and the ability of people
and firms to freely trade these items across national borders. Any policy that
restricts the free flow of these items will lower the value of the currency, in
addition to lowering the value of the restricted asset. The value of a nation’s
currency is tied to people’s ability to move assets and goods. Small changes in
a nation’s openness to trade and investment will likely have a small impact on
the value of the currency; however, every movement towards more protec-
tionist policies is likely to be associated with a lower value of a nation’s
currency than would have been true otherwise.
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CHAPTETR 8

International Trade and Investment

he United States derives substantial benefits from open trade and

investment flows. Over many decades, increased trade and investment
liberalization has been an important catalyst for greater productivity growth
and rising average living standards in the United States.

Trade liberalization and globalization remain controversial subjects because
competition invariably raises both anxieties and opportunities. Reducing
obstacles to trade can help economies grow more rapidly in the long run and
create better, higher paying jobs. Increased competition, however, can lead to
hardships for others in the short run. Constructive policies that help displaced
workers train for and find new work and increase the portability of pension
and health benefits can help to ease adjustment.

The key points in this chapter are:

* Engagement in the global economy through increased trade has
contributed to rising average living standards in the United States. Firms
engaged in international trade are more productive, have higher employ-
ment growth, and are higher wage firms than domestically oriented
firms. Looking ahead, international trade liberalization in services pres-
ents significant opportunities for U.S. workers, firms, and consumers.

* Foreign direct investment (FDI) flows into the United States benefit the
U.S. economy by stimulating growth, creating jobs, and financing the
current account deficit. FDI flows into the United States also stimulate
investment in research and development in high-technology areas that
promote innovation and competitiveness.

 U.S. direct investment abroad is an important channel of global market
access for U.S. firms. U.S. multinational companies have contributed to
productivity growth, job creation, and rising average living standards in
the United States.

Trade Liberalization: A Key Contributor
to the Strength of the U.S. Economy
Increased international trade has raised real incomes, restrained prices,
introduced greater product variety, spurred technological advances and inno-

vation, and raised living standards in the United States. Studies have
estimated that the annual payoff from U.S. trade and investment
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liberalization to date, including from the Kennedy Round, the Tokyo Round,
the Uruguay Round, the North American Free Trade Agreement and other
free-trade agreements, is up to $1.5 trillion. These gains arise through many
channels: higher long-term levels of commerce in goods and services that
come from trade and investment liberalization; increased product variety;
more efficient allocation of resources; and better transportation and commu-
nication technology. Some economists have conjectured that trade
liberalization alone has accounted for about half of these gains, which implies
that the annual income gain from trade liberalization to date is over $2,500
per capita, or $10,000 for an average American family of four. Existing studies
suggest that U.S. incomes could rise further by approximately $590 billion
per year by moving all the way to global free trade in goods and services.

International trade in goods and services exposes firms to foreign competi-
tion and reduces their ability to charge high markups above production costs.
International trade also increases the variety of goods available such as silk
sweaters from China, wine from Australia, and winter blueberries from Chile.
Consumers value variety and one study estimated that the U.S. economic
value of increased varieties through imports over the past three decades
is equivalent to $350 billion per year, or 2.8 percent of gross domestic
product (GDP).

Engagement in the global economy through increased trade has
contributed to rising average living standards in the United States. Research
shows that firms engaged in the international marketplace tend to exhibit
higher rates of productivity growth and pay higher wages and benefits to their
workers than domestically oriented firms. Economists agree that the most
important determinant of living standards in a country is the average level of
productivity, or output per worker.

A free and open international trade regime is vital for a stable and growing
economy, both here at home and throughout the world. The United States
will continue to work aggressively toward multilateral trade liberalization
through the World Trade Organization’s Doha Development Agenda negoti-
ations. The prospects for these negotiations to produce significant benefits for
this country and our trading partners, particularly developing countries,
demand that we promptly reach a balanced and ambitious outcome.

Firms That Engage in International Trade Are
Strong Performers

At the microeconomic level, firms engaged in international trade outper-
form domestically oriented firms on many dimensions. Research has shown
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that firms engaged in international trade have higher productivity than their
counterparts engaged solely in domestic activity. One study found that value
added per employee, one simple measure of productivity, was 15 percent
higher in manufacturing exporting firms than in firms that did not export
(controlling for industry effects, plant size, and geographic location). And
these productivity effects are reflected in higher wages: the wages paid by
manufacturing plants that export are 9 percent higher on average than wages
paid by non-exporting plants of the same size. Wages in service-oriented firms
that export are, on average, 13 percent higher than their purely domestic
counterparts of the same size.

One recent study that examined the dynamics of globally engaged firms
between 1993 and 2000 found that firms engaged in international trade had
a higher survival rate (65 percent) than the average for all firms in the country
(53 percent). In addition, a firm that began to trade during this time period
increased employment by nearly 100 percent on average, while a firm that
quit trading experienced a decline in employment.

An increasing number of American workers are employed by firms engaged
in international trade. Between 1993 and 2000, firms that trade increased
employment by 9.8 million workers, and the share of the American workforce
employed by a firm engaged in trade increased from 40 percent to approxi-
mately 42 percent. Applied to today’s workforce, this result implies that over
57 million American workers are currently employed by a firm that engages
in international trade.

The Effects of Nontariff Barriers on International Trade

While trade can generate many economic benefits, governments at times
set up barriers to international trade. One of the more common and harmful
barriers is a nontariff barrier, a barrier behind the border that is a policy (other
than a tariff or tax) or official practice that can unfairly inhibit competition.
Unjustified nontariff barriers can distort the prices and quantities of goods
and services traded internationally, restrict international investment, and
reduce economic welfare in exporting and importing countries. As tariffs have
fallen both in the United States and in many other countries, nontariff
barriers have increased in importance and are often cited as more trade-
restricting than tariffs. Nontariff barriers can arise as a result of government
policies aimed explicitly at protecting domestic firms from international
competition, or from rules or laws within a country that effectively hinder
trade (see Box 8-1).
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Box 8-1: Nontariff Barriers Restrict Trade

Unjustified nontariff barriers (NTBs) make it more difficult for interna-
tional goods and services to compete freely and fairly with those
produced domestically. Common examples of NTBs are burdensome or
nontransparent product standards or regulations. For example, in
Korea, pharmaceutical imports must be tested on Korean nationals, and
each individual batch produced must undergo testing. In China, the
process of standards certification for telecommunications and IT prod-
ucts can be burdensome and unpredictable, as two separate Chinese
regulatory agencies each check for conformity to the same set of stan-
dards. Other often-cited NTBs include investment restrictions,
government procurement laws, and lax enforcement of intellectual
property rights.

Measuring the effects of NTBs on trade is more difficult than
assessing the effects of tariffs, but some attempts have been made. A
growing body of evidence consistently shows that the economic
welfare gains from eliminating NTBs are at least as large as those
obtained from further tariff liberalization. One study shows that the U.S.
payoff from eliminating NTBs with just seven of our trading partners
(Australia, Canada, Germany, ltaly, Japan, the Netherlands, and Great
Britain) would generate annual income gains of $90 billion for the
United States (0.72 percent of GDP), compared with $37 billion from
tariff liberalization (0.30 percent of GDP). These benefits arise largely
from the pro-competitive effects of increased international trade and
more efficient allocation of resources.

Tariff negotiations are fairly straightforward, and forums such as the
World Trade Organization (WTO) exist for this purpose. Members are
required to report their tariff schedule to the WTO each year, so
members know the tariff rate for each product in every country.
However, countries do not always agree on what constitutes a NTB and
there is no formal, consistent notification process, thereby making
negotiations aimed at addressing such barriers more complicated. Part
of the policy problem is making distinctions as to whether NTBs are
warranted for nontrade reasons (e.g., product safety standards) or
whether they are simply covert barriers to imports (nontransparent
licensing requirements for foreign firms). For instance, customary regu-
latory and legal procedures within one country might be seen as
complex and overly burdensome to would-be exporters.

Apart from the challenges of identifying NTBs, policymakers face
difficulties in knowing which NTBs they should seek to dismantle first.
The U.S. Department of Commerce has surveyed its industry and trade
experts and country desk officers in an effort to identify the most preva-
lent NTBs faced by U.S. exporters and to identify which export products
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are most likely affected. The survey results suggest that, on average, at
least one NTB affects U.S. exporters for each major product category in
which they export to our main trading partners. For instance, a prob-
lematic regulatory environment was cited as a problem in 43 of the
49 countries covered by the survey, and was cited as the top problem
in 14 of those countries. The industries facing the most NTBs included
entertainment, pharmaceuticals, and information technology.

International Trade in Services

Liberalizing trade in services is important for economic growth here and
abroad. As an economy grows and matures, services tend to increase as a share
of GDP and as a share of trade. The United States has a global competitive
advantage in services, yet services remain highly protected abroad.

Services such as financial, insurance, transportation and storage, telecom-
munications, express delivery, and business services generate 68 percent of
world GDP but account for just under 20 percent of global trade. While
global advances in information and communications technology are making
services increasingly tradable, existing trade barriers to services are significant.
These barriers are currently subject to negotiation in a host of bilateral,
regional, and multilateral trade talks.

U.S. Competitive Advantage in Services

A large and growing part of the U.S. economy and workforce is employed
in services. In 1800, 9 out of 10 American workers were employed in agricul-
ture; today that number is less than 1 in 10 (Chart 8-1). In contrast, nearly
8 in 10 American workers are employed today in the service sector.

The vast economic benefits from trade liberalization for services stem in part
from our competitive advantage in services. That is, the United States can
produce many services at a lower cost than our trading partners, and our
trading partners can produce some other set of goods and services at a lower
cost than the United States. When we trade our lower cost services for their
lower cost goods, we and our trading partners gain from trade. Chart 8-2
shows the changing structure of U.S. trade, which in part mirrors the changing
structure of the U.S. economy. Since the 1970s, the United States has consis-
tently run a surplus in services trade, with a $66 billion surplus in 2005.
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Technological Change Is Fostering International Trade in Services

Services have become increasingly tradable, particularly knowledge-based
or information technology-enabled services that are beyond the traditional
notion of internationally traded services such as transportation, travel, and
tourism. For many of these services, a physical commercial presence is neces-
sary. For example, a financial institution is able to offer a host of financial
products to international clients, but the multinational firm must still set up
intermediary branches to serve their clients overseas. Other services can be
delivered with virtually no physical presence. An increasingly wide range of
commercial transactions ranging from stock trades, to manufacturing orders,
to airline reservations, can occur almost entirely over networked digital media
located in many countries around the world.

Trade in services previously involved high transaction costs between busi-
nesses and customers. Technological innovations and changes in global
technology such as the Internet, information technology (IT) hardware such
as personal computers, and I'T networks have greatly reduced communication
and transaction costs for trade in services.

Table 8-1 reports U.S. trade in private services. The largest subcategories in
“other private services” trade, which captures many of the I'T-enabled services,
include financial and insurance services; computer, management, and
consulting services; and other business, professional, and technical services.

TABLE 8-1.— U.S. International Trade in Private Services, 2005

(billions of dollars)

Total private services traded Exports Imports Balance
Total private services traded $360.5 $280.6 $79.9
Travel......co.ooueee.. 81.7 69.2 12.5
Passenger fares.. 20.9 26.1 -5.1
Other transportation... 422 62.1 -19.9
Royalties and license f 57.4 24.5 329
Other private services 158.2 98.7 59.5
Education.......... 14.1 4.0 10.1
Financial services . 34.1 123 21.7
Insurance services 6.8 28.5 -21.7
Telecommunications. 4.7 4.7 0.1
Business, professional, and technical services 80.8 477 33.1
Computer and information services........... 8.2 9.0 -0.7
Management and consulting services....... 6.4 5.9 0.5
Research and development and testing services 10.1 6.7 34
Operational leasing 9.4 1.3 8.1
Other business, professional, and technical services 46.6 24.8 21.8
OtNEr SEIVICES ...vvvvveieceeriiesiesiesieeees s 17.7 1.5 16.2
Film and television tape rentals 10.4 0.9 9.5
7.3 0.6 6.7

Source: Department of Commerce (Bureau of Economic Analysis).
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Trade growth in “other private services” has far outpaced growth in the rest
of services. From 1995 to 2005, U.S. exports of “other private services” grew
143 percent, compared with 44 percent growth in all other services. The bulk
of the overall trade surplus in services comes from the “other private services”
category, which accounted for 90 percent of the overall U.S. services trade
surplus in 2005, up from 38 percent in 1995. In contrast, the surplus in more
traditional services (e.g., travel and transportation) has fallen. The surplus in
“other private services” has grown from $30 billion in 1995 to $60 billion in
2005, and the surplus in the rest of services has fallen from $48 billion to $7
billion. Many of these trends are consistent with the global IT advancements
that have fostered international trade in services over the past decade.

High Barriers Restrict International Trade in Services

Barriers to trade in services are mostly regulatory and investment restric-
tions and tend to be higher than trade barriers in merchandise. For instance,
U.S. banks that wish to offer retail banking services abroad face a host of
barriers that limit their ability to compete in foreign markets. Examples of
such barriers might be investment restrictions that limit the number of bank
licenses the country will issue to a U.S. bank; requirements for U.S. banks to
enter the banking market through a joint venture with a domestic bank; or
limits on the degree of control that a U.S. bank can exercise over its foreign
affiliate. Foreign firms wishing to enter the U.S. airline industry face owner-
ship restrictions that limit their ability to compete with domestic firms.

Despite such barriers, services trade is expected to continue to grow.
Research suggests that as countries’ incomes grow, their demand for services
and their trade in services will each grow more than one-for-one with income.
U.S. producers are well-positioned to continue to engage in increased services
trade, as many have already incorporated the technology in their operations
to facilitate trade.

Looking Ahead to Larger Gains from Trade
Liberalization

Despite decades of trade liberalization, the world economy is still far from
a global marketplace of unfettered trade. Many of the remaining barriers lie
in services, and the prospective gains for the United States from further trade
reform are substantial. While global tariff liberalization in manufacturing and
agriculture could generate over $16 billion in income for the United States
each year, the prospective gains from services liberalization are immense: an
estimated $575 billion in annual U.S. income (4.3 percent of GDP).
Summing up, this is an additional $591 billion in annual income that will be
foregone in the absence of further trade reform.
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The magnitude of the payoff to the United States from services trade liber-
alization reflects a number of factors: the U.S. competitive advantage in many
services, the large share of services in the global economy compared to the rela-
tively small share of services in global trade, and the high barriers to services
trade. These barriers are often regulatory in nature or involve restrictions on
the form of investment, such as foreign equity restrictions that limit foreign
investors’ holdings and control in a company, transfer limitations on capital
flows, and the repatriation of profits. Removing these barriers would free up
capital to move across borders to the location with the highest rate of return.

Developing countries also stand to benefit greatly from global liberalization
of services trade. The service sector share of GDP exceeds the manufacturing
share in most developing countries. The increased availability and quality of
services enhances the competitiveness of manufactured goods, agricultural
products, and existing services. For instance, India stands to gain an estimated
$12 billion in national income each year (1.7 percent of GDP) from
removing barriers to trade in services, and China stands to gain an estimated

$105 billion (4.0 percent of GDP) each year.

Foreign Direct Investment

International trade in goods and services is an important channel of
international commerce, but it is not the largest channel. For many U.S.
firms, foreign direct investment (FDI) is a more significant path to accessing
foreign markets than are exports.

FDI is investment of foreign assets into domestic structures, equipment,
and organizations (e.g., a manufacturing plant, an R&D facility, an office or
a warehouse), whether in the form of acquisition or “greenfield” establish-
ment. FDI is distinguished from passive portfolio investment (FDI does not
include foreign investment in the stock market). Only the former can confer
managerial or operational control. The two types of foreign direct investment
are inward FDI and outward FDI. Inward foreign direct investment is generally
understood to imply ownership by a foreign person or corporation of at least
a 10-percent stake in a U.S. business enterprise. Similarly, ourward foreign
direct investment is ownership by a U.S. person or corporation of at least a
10-percent stake in a foreign business’ operation abroad. A foreign automaker
building or buying a production plant in the United States is an example of
inward FDI, while a U.S. automaker building or buying a production plant
in China is an example of outward FDI.

Before we examine each type of FDI and its importance to the U.S.
economy, it is useful to define some of the terms that are commonly encoun-
tered when discussing FDI. A multinational corporation is a business enterprise
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(i.e., the parent) headquartered in one country that has at least a 10-percent
ownership stake in a foreign business enterprise (i.e., the affiliate) in another
country. That 10-percent ownership stake is the minimum stake used by many
statistical agencies around the world, including those in the United States, for
identifying meaningful managerial influence over the affiliate.

A majority-owned U.S. affiliate is an affiliate of a foreign-owned company
that is located in the United States and has at least 50 percent foreign owner-
ship (we focus on majority-owned U.S. affiliates here but use the term “U.S.
affiliates”). Similarly, a majority-owned foreign affiliate is a foreign affiliate with
at least 50 percent U.S. ownership.

U.S. firms are more reliant on FDI for the international delivery of services
than they are for the international delivery of goods. While services are
becoming increasingly tradable, their actual delivery often requires some
physical presence, for example, distribution and express delivery services.
Even with widespread use of ATMs and electronic banking, financial or retail
banking often requires physical presence in the country in which services are
being offered. Based on data from the Bureau of Economic Analysis for 2004,
the ratio of sales by U.S.-owned services affiliates abroad to total U.S. services
exports was 5.5, compared to 2.5 for goods. That is, U.S. firms deliver over
five times the value of services through their foreign affiliates as they do
through cross-border trade. Similarly, U.S. firms deliver 2.5 times the value of
goods through their foreign affiliates as they do through cross-border trade.

Contributions of Inward FDI to the U.S. Economy

The United States receives inward FDI from firms and individuals located
in countries from all over the world. Countries with the largest FDI positions
in the United States include Great Britain, Japan, Germany, and Canada.
These funds support firms across the U.S. economic landscape, from food,
mining, and manufacturing firms to service sectors such as finance, telecom-
munications, and wholesale and retail trade. Every state in the United States
is a recipient of foreign direct investment.

Presence of U.S. Affiliates

Decades of trade and investment liberalization both here and abroad have
encouraged the growth of multinationals and global supply chains. Today,
U.S. affiliates of foreign multinationals account for an important part of the
U.S. economy. In 2004, the latest year for which data are available, U.S. affil-
iates owned $5.5 trillion in assets and had $2.3 trillion in sales. They
produced $515 billion of goods and services inside the United States and
accounted for 5.7 percent of total U.S. private output—up from 3.8 percent
in 1988. U.S. affiliates employed 5.1 million workers or 4.7 percent of the
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U.S. workforce in 2004—up from 3.6 percent in 1988. While historical data
show upward trends in the presence of U.S. affiliates, since 2000 U.S. affiliate
investment, output, and employment have leveled off or decreased slightly.

Microeconomic Benefits to the U.S. Economy

Inward FDI provides a number of benefits to the U.S. economy at the
microeconomic level. Research has shown that multinationals are more
productive than firms focused primarily on domestic markets. The relatively
high productivity of U.S. affiliates of foreign-owned firms is attributable, in
part, to their relatively high levels of investment in physical capital, R&D,
and exporting and importing. Specifically, while U.S. affiliates account for
5.7 percent of output and 4.7 percent of employment, they account for a
disproportionately high share of U.S. exports (19 percent), imports
(26 percent), physical capital expenditures (10 percent), and R&D expendi-
tures (13 percent) (see Chart 8-3). Studies show that all of these activities are
correlated with strong productivity performance. (Chapter 2 discusses
productivity growth and long-run effects on the standard of living.)

Chart 8-3 Economic Activities of U.S. Affiliates of Foreign Companies (2004)

U.S. affiliates account for a high share of U.S. trade, capital expenditures, and R&D expenditures relative
to output and employment.
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National Science Foundation,
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At the firm level, U.S. affiliates pay higher compensation (wages and
benefits) on average than their counterparts in the rest of the U.S. economy.
In 2004, an average U.S. worker employed by a U.S. affiliate of a foreign-
owned firm received $63,400 in annual compensation compared to $48,200
for workers in the rest of the economy. Research suggests that this difference
is largely attributable to above-average labor productivity at U.S. affiliates.
Part of this productivity advantage reflects these firms' ability to integrate
production processes across borders and their organizational efficiency.
Another part reflects differences in plant size, capital intensity (that is, higher
use of capital relative to other factors, such as labor, in the production
process), and employee skill level. The data also suggest that these firms have
higher levels of efficiency (how well labor and capital inputs are used), the
gains of which are passed on, in part, to workers. In other words, firms can
break up their production process across borders to lower average costs and
realize increased productivity and revenues, which can be shared with workers
through higher compensation and/or captured by firm owners as higher
profits (see Box 8-2).

Macroeconomic Benefits to the U.S. Economy

Inward FDI provides a number of benefits to the U.S. economy at the
macroeconomic level. For instance, inward FDI is an additional source of
investment that helps to modernize the U.S. capital stock. Another benefit is
that it provides a source of financing for the U.S. current account deficit,
which measures net flows of goods and services between the United States and
the rest of the world. As the United States continues to run a current account
deficit, foreigners continue to accumulate U.S. assets, and inward FDI is one
of the main ways in which they do so.

The accumulation of FDI flows over a period of time results in a stock of
assets, or the gross foreign investment position. In 2005, the inward FDI posi-
tion at market value totaled $2.8 trillion and was the largest component of
foreign holdings of U.S. assets. Other components were U.S. Treasury securi-
ties ($2 trillion); corporate stocks ($2.1 trillion); and corporate and other
private bonds, excluding official holdings ($2.3 trillion) (see Chart 8-4).

The share of foreign holdings is not concentrated in any particular class of
assets, which implies a general broad-based confidence in the U.S. economy.
Inward FDI is generally considered to be the most stable among the four
types of assets shown in Chart 8-4—that is, the least subject to sudden with-
drawal. FDI flows are generated by long-term risk—return considerations and
are far less liquid and less reversible than portfolio investments. Therefore,
FDI flows provide stability to U.S. capital flows because they are not easily
reversed for short-term considerations.
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Chart 8-4 Foreign Investment Position in the U.S. by Asset Type (2005)
Inward FDI (at market value) was the largest component of foreign holdings of U.S. assets in 2005.
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Box 8-2: Multinationals Bring New Products and Processes to
the Host Country

The benefits to the U.S. economy from inward FDI mirror those of
many other countries. A growing body of evidence across countries
and industries demonstrates that globally engaged firms tend to be
strong performers—such firms are more productive, pay higher wages,
and generate beneficial productivity side effects that accrue to
domestic competitors. The three case studies that follow provide a
snapshot of the benefits of inward FDI.

Increasing Living Standards in the United States

Infineon Technologies of Munich, Germany, built a state-of-the-art
manufacturing plant in Richmond, Virginia, using leading-edge tech-
nology to produce dynamic random access memory products that are
used in computers. The Richmond company’s annual payroll exceeds
$100 million, with average wages that are nearly double average
Virginia salaries. Over 3,000 North American workers are employed by

continued on the next page
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Box 8-2 — continued

this German-headquartered multinational, with over 1,750 workers in
Richmond alone. The firm has built extensive ties with its customers
and suppliers worldwide, and many advanced technology suppliers
have emerged in Virginia to support Infineon and other semiconductor
firms. Semiconductors are now Virginia’s second largest export.

Enhancing Productivity for Mexican Producers and Retailers

One case study documents impressive efficiency gains for Mexico’s
domestic soap producers once Wal-Mart entered its retail sector. Wal-
Mart helped improve Mexico’s retail sector by improving the way
Mexican retailers interacted with their suppliers. These changes
brought about efficiency improvements such as modernization of ware-
housing, distribution, and inventory management; triggered greater
use of information technology in supply management; and required
delivery trucks to have appointments and drivers to carry standard
identification cards. These innovations have been adopted by other
retailers and producers outside of Mexico’s soap industry. Mexican
soap producers improved their productivity and have gained market
share in key export markets, including in the United States.

Improving Banking and Telecommunication Services for Czech
Manufacturers

The change toward a freer and more open investment climate in the
Czech Republic was followed by the entrance of foreign-owned banks
and telecommunication firms. These foreign-owned service providers
helped to improve the availability, range, and quality of services. These
improved services contributed to better performance of Czech manu-
facturing firms that rely on services as inputs. For instance, foreign
banks accelerated the processing of loan applications, offering deci-
sions to small and medium Czech enterprises within 2 days, compared
to a previous waiting period of several weeks. Foreign banks were
among the first to offer Internet and remote banking services, including
ATMs, which save individual customers and business clients days and
sometimes weeks in transaction times. The time needed to send a fax
went from hours (or sometimes days for rural areas) to just minutes
following the liberalization of the telecommunication sector.
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Is Inward FDI on the Decline?

The increase of inward FDI since the late 1980s has coincided with the
generally solid performance of the U.S. economy, along with a surge in U.S.
worker productivity that has occurred since 1995. Recently, however, some
trends have developed with respect to FDI in the United States that may be
cause for concern. First, while the U.S. affiliate share of U.S. output has
grown over the past two decades, it has stagnated and even declined in recent
years. Second, the U.S. affiliate share of employment has declined, from 5.1
percent in 2000 to 4.7 percent in 2004. Third, the share of inward FDI in the
U.S. capital account—that is, FDI in the United States as a share of all the
assets owned by foreign interests—has declined since 1999. It is not yet clear
whether these are benign and temporary trends or whether this development
is symptomatic of deeper issues with respect to the attractiveness of the
United States as a country in which to make direct investment. To ensure that
inward FDI remains a strong, positive force in the U.S. economy, foreign
investors in the United States must continue to receive fair and equitable
treatment as a matter of both law and practice.

Historically, the United States has opposed the use of government actions
that distort, restrict, or place unreasonable burdens on foreign investment. No
property can be expropriated pursuant to U.S. law unless it is done for a
public use with payment of just compensation. The United States has histor-
ically provided a domestic environment conducive to investment by
providing foreign investors fair and equitable treatment based on the national
treatment principle: foreign investors should be treated no less favorably than
domestic investors in like circumstances. Moreover, while taking every neces-
sary step to ensure that foreign investments do not jeopardize national
security, the Administration recognizes that our economic vitality depends on
our openness.

The Contributions of Outward FDI to the U.S.
Economy

A U.S. multinational company is headquartered in the United States and,
through outward FDI, has affiliates (often production or marketing facilities)
in other countries. Activities of U.S.-headquartered multinationals have
contributed strongly to productivity growth in the United States, and thus to
rising U.S. living standards.

Because multinationals are engaged in cross-border investment and produc-
tion networks, they are better able to enhance their organizational efficiency.
Studies have shown that multinationals are more productive than firms that
are focused primarily on domestic markets. By combining domestic produc-
tion with foreign production, multinationals can produce at lower costs, earn
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higher profits, and pay higher wages and benefits. Domestic firms can benefit
from outward FDI as multinationals are exposed to the world’s best business
practices that can be adopted by other U.S. firms.

Basic Facts About U.S. Multinational Companies

U.S. multinationals are relatively small in number but have a dispropor-
tionately large economic footprint. Less than 1 percent of U.S. firms are
multinationals, but these multinationals account for 20 percent of total U.S.
employment and 25 percent of total U.S. output. In 2004, there were 2,369
U.S. multinationals with 22,279 foreign affiliates, with 21.4 million
employees in the United States and 9 million workers abroad. The operations
of U.S. multinationals are concentrated in the United States. In 2004, the
combined value-added output of U.S. multinationals was $3.04 trillion. U.S.
parents accounted for over 70 percent of this output and foreign affiliates for
less than 30 percent.

While U.S. multinationals have increased employment and output in an
absolute sense, their share of the workforce has decreased slightly over the
years while their share of output has remained fairly constant. U.S. multina-
tionals employed 18.7 million American workers, or 25 percent of the
workforce, in 1982 (the first year for which annual employment data are
available). In 2004, those figures stood at 21.4 million workers and 20
percent, respectively. The value of output by U.S. parents was $1.3 trillion or
24 percent of the total private U.S. output in 1994 (the first year for which
annual output data are available). In 2004, those figures were $2.2 trillion and
25 percent, respectively. In terms of recent trends, both employment and
output by U.S. parents peaked in 2000 and then began to decline. Output
rebounded in 2003 and employment rebounded in 2004, largely reflecting
economy-wide trends.

Why Do U.S. Firms Become Multinational?

There are three conditions required for a firm to be willing to invest abroad:
(1) the firm has specific assets that can be transported to foreign affiliates;
(2) the host country has certain characteristics that make it attractive for the
firm; and (3) the firm wishes to maintain control over its intellectual assets.

Multinationals often face large costs and barriers to doing business abroad
compared with domestic firms in the host country that are familiar with the local
business climate. Physical and human capital are needed to establish an affiliate,
and additional resources are needed to understand the local business environ-
ment (for example, regulations and tax laws, supply networks, cultural
differences, and property rights). Thus, a multinational firm must have certain
advantages to compensate for these costs. Three types of compensating
advantages are commonly cited. One advantage is firm-specific resources or
knowledge-based assets and services (such as technology, patents, trademarks,

182 | Economic Report of the President



and managerial or engineering expertise) that can be used by the foreign affiliate.
Another advantage is the location and characteristics of the host country such as
market size, trade costs, and differences in the prices for key inputs such as land,
labor, or capital. The existence of a large market or the high costs of trading with
a certain country or region can motivate multinationals to produce and sell in
foreign countries. Price differences in land, capital, or labor; transportation and
telecommunications infrastructure; or good business practices can also motivate
a multinational to invest and produce abroad.

The third type of advantage is known as internalization advantage. A firm
may choose outward FDI over giving a foreign company a license to produce
its goods so that it can retain control of its intellectual assets. For example, a
firm may be reluctant to reveal the details of its product’s construction or its
production process to a prospective licensee. There is also the danger that a
licensee may produce a lower quality product and consequently reduce the
value of the multinational’s trademark. The difficulty of guaranteeing quality
control, monitoring and managing employees, achieving a satisfactory
licensing agreement, and enforcing patent or trademark rights all tend to
favor outward FDI.

The Organization of Multinational Production

There are two main organizational strategies for multinational production.
One strategy is vertical FDI, whereby the multinational geographically frag-
ments the production process and carries out different stages of production at
different locations. In contrast, horizontal FDI occurs when the multinational
conducts the entire production process in the host country to sell locally
through its affiliates.

Vertical FDI establishes cross-border production networks. A multinational
firm may perform many activities—for example, R&D), assembly, marketing,
and sales—that require different mixes of capital, more- or less- skilled labor,
land, and other inputs. Separating these activities across borders (and across
the parent company and affiliate companies) enables the firm to locate each
activity in countries with relatively low costs for each activity’s intensively
used inputs. Because each stage of the production process is carried out in the
optimal location in terms of the input mix, vertical FDI production networks
can allow firms to take advantage of differences in comparative advantages
across countries and produce at an overall lower unit cost. Trade between U.S.
parents and their affiliates (“intra-firm” trade) has risen over time, accounting
for 20 percent of total U.S. goods exports in 2004, and 14 percent of total
goods imports.

Horizontal FDI can allow U.S. multinationals better access to foreign
markets. Ninety-five percent of the world’s consumers live outside U.S.
borders. Companies can reach foreign markets through FDI or exporting. But
for U.S. multinationals, the predominant mode of serving foreign markets is
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through FDI and affiliate sales (producing and selling locally), not exporting.
In 2004, U.S. multinationals sold $2.3 trillion of goods abroad through affil-
iate sales compared to $400 billion through exports (see Chart 8-5). In other
words, for every $1 of exports in goods, U.S. multinational firms sold $5.84
through their foreign affiliates, up from $3.40 ten years earlier.

A common allegation is that U.S. multinationals set up production plants
to serve as export platforms back to the United States. However, the data do
not support this claim. In 2004, sales by foreign affiliates of U.S. multina-
tionals totaled $3.2 trillion. Most of these sales were to customers outside of
the United States; 89.6 percent of total sales were to foreign customers and
10.4 percent were to U.S. customers.

Outward FDI Complements Domestic Economic Activity

Studies show that economic activity abroad by U.S. multinationals comple-
ments domestic economic activity. One dollar of additional foreign capital
spending is associated with $3.50 of additional domestic capital spending.
Firms combine home and foreign production to generate final output at a
lower cost than would be possible in just one country, resulting in increased
output and profits. Further, when multinationals hire abroad, they also
expand employment here at home, making multinationals an important force
behind job creation in the United States (see Box 8-3).

Chart 8-5 U.S. Multinational Goods Sales through Foreign Affiliates and Exports (2004)
U.S. multinationals serve foreign markets primarily through their foreign affiliates.
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From a broader perspective, U.S. multinationals enhance U.S. competitive-
ness by engaging in the same activities and possessing the same characteristics
that make the U.S. economy competitive in world export markets. Research
has shown that the competitiveness of U.S. multinationals tends to be driven
by relatively high levels of R&D and highly skilled labor. Studies have also
shown that U.S. firms tend to control larger shares of world markets in indus-
tries with high levels of R&D and highly skilled labor. Because their
competitive interests largely coincide with broader U.S. economic interests,
U.S. multinationals make the economy as a whole more competitive.

Box 8-3: U.S. Multinational Companies and U.S. Jobs

In recent years, many observers have expressed dismay that U.S.
companies have expanded their operations overseas, claiming that
when U.S. firms hire workers in foreign countries, they reduce the
number of jobs available to U.S. workers. The idea that U.S. multina-
tionals hiring abroad are “exporting jobs” relies on at least two
assumptions: first, that jobs abroad at foreign affiliates are substitutes
for domestic jobs at U.S. parent companies; and second, that when U.S.
parent companies expand overseas, they do not change the overall
scale or scope of their domestic activities. However, in looking at histor-
ical data regarding the activity of U.S. multinationals, we see exactly
the opposite: when U.S. companies expand their employment abroad,
they also tend to expand domestically.

When U.S. Multinationals Hire Abroad They Also Expand Domestic
Employment

Over the last two decades (1984-2004), U.S. multinationals expanded
employment at their foreign affiliates by 3.8 million and at their parents
by 3.2 million (see chart). In other words, the long-run data show that
when U.S. multinationals hire abroad they also expand domestic
employment. There have been short-run anomalies to this historical
trend that largely reflect economic business cycles both here and
abroad. For instance, between 1990 and 2000, for each job U.S. multina-
tionals created abroad they created nearly two at home. Between 2000
and 2003, U.S. multinationals continued to expand employment abroad,
albeit at a slower pace, while decreasing their U.S. payrolls. Since 2003,
both U.S. parent company and affiliate employment have risen.

One study found that as U.S. companies expand employment abroad,
increase their compensation of foreign workers, and invest in their
overseas operations, they also increase their hiring, employee compen-
sation, and investment in the United States. Thus, rather than being

continued on the next page
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Box 8-3 — continued

Employment by U.S. Parent Companies and their Majority-Owned Foreign Affiliates
Employment by U.S. parent companies and their foreign affiliates have both grown since the early 1980s.
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Sources: Deparment of Commerce (Bureau of Economic Analysis), Department of Labor (Bureau of Labor Statistics).

substitutes for one another, the domestic and foreign operations of U.S.
multinationals have tended to be complements. Consider the operations
of General Electric. According to its latest annual report, since 2001 this
multinational has expanded foreign employment by 3,000 while also
expanding domestic employment by the same amount.

One reason for the complementary relationship between domestic
and foreign activity is that a firm may change the overall size of its oper-
ations and expand both at home and abroad. Alternatively, a firm may
change the scope of its operations and change the mix of its activities
(for example, manufacturing, services, or R&D). In fact, it is common for
parent companies in one industry to own foreign affiliates in another
industry. In 2004, U.S. parent companies primarily engaged in manu-
facturing owned over 15,000 foreign affiliates, but over 6,500 of these
affiliates specialized in areas outside of manufacturing.

In sum, the decision of a firm to expand abroad is based on many
factors, and it may be part of a larger overall expansion strategy or a
change in the scope of its operations. It is difficult to predict beforehand
what such an expansion means for U.S. workers and the U.S. economy.
The only way to tell the effect is to examine the data, and thus far the
data show that, over the long run, when U.S. multinational firms hire
abroad, they also hire at home.
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Good Performance Features of U.S. Multinationals

U.S. multinationals differ from the average U.S. firm in a number of ways.
For example, while U.S. multinationals account for 25 percent of total U.S.
output and 20 percent of employment, they account for a disproportionately
high share of U.S. goods exports (49 percent), goods imports (31 percent),
physical capital expenditures (29 percent), and research and development
(68 percent) (see Chart 8-6). In fact, U.S. affiliates and multinationals
combined conduct over 80 percent of all private sector R&D in the United
States. Also, the plants operated by these companies tend to be larger in size
than the U.S. average. These differences are important because each of
them—international trade, capital expenditure, research and development,
and plant size—is associated with high labor productivity. And because of
the strong link between labor productivity and employee compensation (see
Chapter 2), this higher productivity is a potential benefit to U.S. workers.

U.S. multinationals pay higher average compensation than firms in the rest
of the economy. In 2004, U.S. workers employed by U.S. parent companies
received an average of $57,800 in annual compensation, compared to about
$46,800 for workers in the rest of the economy. The relatively high produc-
tivity of U.S. multinationals may be one of the causes for the difference
in compensation.

Chart 8-6 Economic Activities of U.S. Multinational Companies (2004)

U.S. multinationals account for a high share of trade and R&D expenditures relative to output and
employment in the United States.
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U.S. multinationals have had high productivity growth over at least the last
three decades, and because they make up a sizeable part of the overall U.S.
economy, they have been one of the main drivers of overall U.S. productivity
growth during this period. U.S. multinationals accounted for over half of U.S.
productivity growth between 1977 and 2000, and for half of the increase in
U.S. productivity growth between 1995 and 2000. During this 5-year period,
productivity at U.S. multinationals surged, growing 6.0 percent annually.

Conclusion

Engagement in the global economy through increased trade and invest-
ment has contributed to rising average living standards in the United States.
Further trade liberalization, particularly in services, could bring even larger
gains to American consumers, firms, and workers. Advancing free and fair
trade in multilateral, regional, and bilateral negotiations will help to ensure
that America continues to derive benefits from international trade. This
includes renewal of the Trade Promotion Authority and a successful outcome
of current global trade talks, the World Trade Organization’s Doha
Development Agenda negotiations.

Both inward and outward FDI have contributed to higher levels of produc-
tivity in the United States. Inward FDI contributes to productivity growth,
provides a source of financing for the current account deficit, and generates
high-paying jobs for American workers. Outward FDI is an important
channel of market access for U.S. multinational companies. U.S. multina-
tionals are an important force behind job creation in the United States and
have contributed to productivity growth and rising average living standards in
the U.S. economy.

In order to continue to derive important economic benefits from global
economic engagement, the United States must continue to break down
barriers to trade and investment abroad, and keep our markets open to
international trade and secure protections for foreign investors.
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CHAPTER 9

Immigration

mmigrants play a vital role in the dynamic U.S. economy. Understanding

the forces that drive immigration can help us design more effective immi-
gration policies. This chapter discusses the economics of immigration; the
incentive effects of immigration policies on migrants, native workers, and
employers; and the benefits of comprehensive immigration policy reform.

The United States is a nation of immigrants and a nation of laws, and we
value both historical legacies. Although immigrants continue to make positive
contributions to our nation and our economy, our current immigration laws
have proven difficult to enforce and are not fully serving the needs of the
American economy. It is unofficially estimated that between 11 and 12
million foreign-born persons reside in the United States illegally, almost one-
third of the total foreign-born population and about four percent of the total
U.S. population.

Effective immigration policy can curtail illegal immigration and at the same
time promote America’s national and economic interests. Comprehensive
immigration policy reform, which combines more effective enforcement
capabilities and a temporary worker program, is the most promising route to
an immigration system that is legally functional, security conscious, econom-
ically beneficial, and humane. In this comprehensive approach, the various
elements of policy reform reinforce and enhance one another. In contrast, any
given partial reform, standing alone and without the reinforcing measures
that characterize the comprehensive approach, cannot fully address the
problems and engage the opportunities that accompany immigration.

The key points of this chapter are:

* International differences in economic opportunities and standards of
living create strong incentives for labor migration. Once established,
migration flows from a certain region tend to be self-perpetuating
because past migrants facilitate the movement of new migrants,
employers become familiar with the migrant group, and U.S. immigra-
tion policy favors family reunification. A large supply of potential
migrants will exist for decades to come.

* Foreign-born workers make significant contributions to the American
economy, but not all Americans gain economically from immigration.
Understanding the labor-market effects of immigration requires consid-
eration of the migrants’ skill mix and the capital-accumulation response
to labor force growth. Foreign-born workers tend to be concentrated at
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the low end and the high end of the educational spectrum relative to
native-born workers.

* Immigration policy plays a key role in determining the volume and
composition of the foreign-born workforce. Comprehensive immigra-
tion reform can help ensure an orderly, lawful flow of foreign-born
workers whose presence benefits the American economy.

The Economics of Immigration

International migration patterns are strongly influenced by the interaction
of economic forces and public policy. In this sense migration is similar to
other aspects of international economic integration and exchange, such as
trade in goods and services and investment flows. The fundamental motiva-
tion for such movement—whether of goods, capital, or workers—is that
people perceive more profitable economic opportunities abroad. The ultimate
results are that the world’s economy functions more efficiently, entrepreneur-
ship is rewarded, and many Americans reap economic gains.

Compared to barriers to the movement of goods, policy restrictions on the
international movement of labor are tight. Immigration policy determines the
volume and composition of both permanent immigrants and temporary
workers legally admitted to the United States. But many more people would
like to come to the United States than are legally permitted to do so, and
millions manage to reside and work here illegally. There is broad agreement
among U.S. citizens that immigration policy needs to be reformed. To this
end, the reform of U.S. immigration policy should be based on an under-
standing of the forces that drive migration, relevant lessons from American
immigration history, and the ways in which immigration affects the economy:.
This chapter highlights some facts and principles that can help guide the

design of a better immigration policy.

The Migration Decision and the Volume of
International Migration

Economic analyses of migration typically start by imagining an individual
who has many choices about where to live and work at various times in his
life. If this person perceives that job opportunities and living conditions are
approximately the same everywhere, then he will not have an economic
motive to choose one place over another. More realistically, because migration
costs time and money and often requires leaving behind one’s friends and
family and adjusting to a new culture and language, our imaginary individual
will be strongly inclined to live and work near his original home. On the other
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hand, if the same person perceives that incomes and living conditions differ
significantly across places for workers with similar skills, then he might find
it worthwhile to incur the costs of migration to secure a higher standard of
living. In this sense, migration is like an investment decision—a cost is borne
today in return for an increased flow of income and well-being in the future.
Essentially, the potential migrant must decide whether the expected benefits
from migration outweigh the expected costs.

From the perspective of workers in many countries today, the potential
income gains from migration are large. One study measured average wages for
Mexican-born men who had recently moved to the United States and
compared them to the wages of similar men who were still working in
Mexico. The real wage ratios (that is, wages adjusted for international differ-
ences in prices) ranged from about 6-to-1 to 2-to-1 in favor of the U.S.-based
workers, depending on the age and education group. For example, in 2000
those who were 18 to 22 years old with 5 to 8 years of education earned $7.60
per hour in the United States compared to the equivalent of $1.56 per hour
in Mexico. Another study compared the earnings of fast-food restaurant
workers who performed nearly identical jobs but in different countries. Again,
the real wages in the United States were much higher than in several less
advanced economies.

Facing such large international wage differences, a worker might hope to
move abroad permanently or with the expectation of returning home after
accumulating a nest egg. Indeed, migrants often work intensively at relatively
high wages (compared to home) and save or send back home a portion of
their earnings. In this scenario the opportunity to work abroad temporarily
can help finance large purchases or investments (like a house, car, or new busi-
ness) in home countries where credit markets are underdeveloped and where
wealth accumulation is difficult due to low wages. Migration might also allow
households to expand and diversify their income sources, thereby serving as a
lifeline to a higher and more stable income level for family members who
remain based in a less-developed economy. The large volume of international
remittances of migrants’ earnings testifies to the strength of the links that
migrants maintain with their home country. A recent study estimated that
U.S.-based workers from Latin America sent home $45 billion in remittances
in 2006, about 10 percent of their total earnings. Nearly three quarters of the
migrants in the survey remitted some portion of their earnings.

The decision framework described thus far emphasizes a potential migrant’s
expectations regarding the future stream of income at home compared to that
available abroad, after accounting for broadly defined migration costs
(including transportation costs, time spent out of work, difficulties adjusting
to a new culture and labor market, and perhaps fees paid to “coyotes” or other
smugglers who facilitate illegal migration). But these are not the only
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determinants of the migration decision. A potential migrant might consider
the risk of unemployment, uncertainties associated with illegal status, and
other sources of income variability in different locations. The migrant might
also consider factors that are not narrowly economic but that certainly would
count as “benefits from migration,” such as family reunification or safety
from religious or political persecution.

Even if the incentives to migrate are strong, however, the economic costs of
migration might be impossible for poor workers to meet by saving or
borrowing. Moreover, immigration policies often make it difficult for workers
to relocate to high-wage countries, especially if they are not highly skilled or
closely related to someone in the high-wage country who can sponsor their
application for admission. In this sense, immigration policy acts as a filter
that selectively allows some workers to migrate but also deters many
potential migrants.

This simplified model of an individual’s migration decision is a useful
starting point for understanding the economic pressures for labor to move
internationally. To make sense of the overall volume and composition of immi-
gration, we must expand our scope to consider the sum of many individuals’
migration decisions and the role of immigration policy. Within any given
country, some inhabitants might perceive promising economic opportunities
abroad whereas others do not; some might have sufficient means to finance the
move whereas others do not; and some might have family connections or skills
that make it easy for them to relocate legally whereas others do not. Against
this backdrop, events (such as economic or political crises) that widen interna-
tional gaps in expected well-being or that lower the costs of international
movement will tend to amplify the volume of international migration because
a higher proportion of any given population will find it optimal or feasible to
relocate. Working in the other direction, events that narrow gaps in expected
well-being and policies that make it more difficult for people to relocate will
tend to dampen the volume of international mobility.

The immigration pressures felt by virtually all high-income countries today
reflect the ongoing tension between declining costs of migration and
persistent international differences in material standards of living, on one
hand, and policy responses that seek to manage the inflow of foreign-born
persons, on the other. In this context, the flow of legal migration is deter-
mined by selective immigration policies. In the United States, these policies
facilitate permanent immigration for family reunification and, to a lesser
degree, for those with high levels of skill. For other workers, legal channels for
migration are narrow while the economic incentives, underpinned by labor
demand from U.S. employers and consumers, remain strong. Consequently,
many seek employment through illegal channels.
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Lessons from American Immigration History

The surge of immigration in recent decades is not unprecedented, and we
can better understand the economics of immigration by examining the current
situation in light of historical experience. In the decades after the
Revolutionary War, migration to the United States was hindered by the high
costs of international transport, the relative immobility and poverty of agrarian
populations in potential emigrating regions, and political disruptions to inter-
national economic integration. By the 1840s, however, economic,
technological, and political conditions had combined to launch the first era of
voluntary mass migration. The first big waves of U.S.-bound migration origi-
nated in northwest Europe, but by the end of the nineteenth century migrants
from eastern and southern Europe dominated the immigration flow. The
foreign-born proportion of the U.S. population increased from 9.7 percent in
1850 (the earliest census to record place of birth) to 14.4 percent in 1870, and
it hovered around 14 percent until 1910 when it began to decline steadily. In
recent decades it has risen again, and in 2005 the foreign-born proportion of
the population reached approximately 12.4 percent.

The mass migration of labor between 1840 and 1914, along with extensive
trade in goods and capital mobility, contributed to a high degree of global
economic integration that in many ways was a precursor to our more recent
and familiar era of globalization. World War I abruptly curtailed the earlier era
of globalization, and the political and economic turbulence of subsequent
decades further disintegrated the international economy. Since World War 1I,
policymakers have worked toward re-integrating the global flow of goods, serv-
ices, and capital. However, in comparison with the pre-1914 era, significant
policy restrictions on the international movement of labor remain in place.

Four historical lessons are especially relevant for contemporary thinking
about American immigration and the policies that manage the inflow of
foreign-born workers. First, migration to the United States has always reflected
the relatively high level of labor productivity here. In the previous section, we
cited the wage gap between the United States and Mexico. Similarly, estimates
of real wage gaps in the late nineteenth century suggest that U.S. wages were
often 1.5 to 4 times higher than those available in Europe. Thus, immigration
is a sign of our economy’s ongoing success and the relatively high rewards that
it has long offered its workers. While immigration policy reform is surely
necessary, we should be glad that after more than 200 years the United States
is still a magnet for ambitious foreign workers.

Second, immigration flows are often self-propagating. From the perspective
of a potential migrant, the cost of migration drops sharply when one has a
number of friends and family abroad who can help locate employment and
housing opportunities and who can provide a sense of community. One
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consequence of this self-propagating mechanism is that macroeconomic and
political shocks can have long-lasting ramifications for American immigration
patterns. The Irish famine in the late 1840s is a salient example of how a dire
economic situation abroad accelerated a process of mass migration that
continued long after famine conditions had passed. Macroeconomic shocks in
Mexico in recent decades, though far less severe than the Irish famine, may
have had a similar effect. Durable networks of family, friends, and employers
have always facilitated migration, especially given current policy preferences
for family reunification.

The third historical lesson is that regions of emigration that are in the
process of economic modernization and development often send out an
increasing number of workers. Migration has always been a costly enterprise
that the very poor cannot easily finance. As the process of modern economic
development unfolds, a larger number of workers surpass the necessary
threshold of wealth and education for long-distance migration; employment
declines in the agricultural sector and young workers seek employment in
urban areas at home and abroad; and stronger migrant networks and finan-
cial systems develop to facilitate long-distance movement. Along these lines,
it has been argued that the spread of economic modernization in Mexico has
promoted emigration even as it has raised gross domestic product (GDP) per
worker. The ongoing process of economic development in many parts of the
world may lead to a growing pool of potential international migrants for
decades to come.

Eventually, at advanced stages of economic development when domestic
wages rise to levels that are comparable to those that are available elsewhere,
the rate of emigration from a particular place tends to decline. The long-run
experience of parts of Europe that were massive exporters of labor in the late
nineteenth and early twentieth centuries exemplifies this pattern of rising and
then falling emigration rates. Thus, a secondary point is that the pool of
potential migrants may change substantially as some countries enter into the
process of economic modernization and as others reach comparatively high
levels of economic development.

Fourth, the demographic structure of regions of emigration is relevant to
the volume of international migration. Migrants to the United States have
generally been drawn from the pool of relatively young workers. In 2005, for
example, foreign-born persons who reported being in the United States for
only one year (recent migrants) had a median age of 25, whereas the median
age of native-born persons was 35. The young have the most to gain from
migration, and they also have fewer ties binding them to a specific location in
the home country. Relatively large groups of workers came of age in Mexico
in the 1980s and 1990s, and emigration surged when the Mexican macro-
economy stumbled. Reinforcing the point made above, the sheer number of
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young people in less advanced economies ensures that many foreign workers
will be interested in migration opportunities in the future.

In sum, past experience and current economic and demographic realities
suggest that the forces that attract migrants to the United States will continue
to be strong in the twenty-first century. Managing the inflow of migrants is
an important and complex challenge for policymakers. It demands a compre-
hensive immigration strategy that views the process for what it is and has
always been for the United States—a significant contributor to labor force
growth and vitality.

Foreign-Born Workers in the U.S. Labor Force

Foreign-born workers (the sum of both legal and illegal migrants) make up
15 percent of the total U.S. labor force, and since 1996 they have accounted
for about half of the total growth in the labor force, thereby fueling macroeco-
nomic growth. In 2005, foreign-born men had higher labor force participation
rates than natives (81 percent compared to 72 percent), whereas foreign-born
women worked somewhat less than their American counterparts (54 percent
compared to 60 percent). Among those in the labor force, foreign-born men
had lower unemployment rates than natives (4.1 percent compared to
5.3 percent), whereas foreign-born women had slightly higher unemployment
rates than native women (5.4 percent compared to 5.0 percent).

At the high end of the skill spectrum, foreign-born workers were more likely
than natives to work in computer, mathematics, architecture, engineering, and
science occupations (6.5 percent of foreign born compared to 5.0 percent of
natives). Lower in the skill spectrum, the foreign born were two to four times
as likely as the native born to work in building and grounds cleaning and
maintenance; farming, fishing and forestry; and construction and extraction
occupations.

Tables 9-1 and 9-2 report more detailed occupational information for the
foreign born. Table 9-1 lists the ten occupations that the foreign born are most
likely to fill. For comparison, it also reports the proportion of native-born
workers in the same set of occupations. Construction laborers, maids and
housekeepers, janitors, and cooks are at the top of the foreign-born occupation
list. Together these four occupational categories account for 11 percent of all
foreign-born workers compared to about 4 percent of native-born workers.
Table 9-2 lists the occupations that have the highest proportion of workers who
are foreign born. Tailors and dressmakers, graders and sorters of agricultural
products, miscellaneous personal appearance workers (such as manicurists), and
plasterers and stucco masons are the occupations with the highest proportions
of foreign-born workers, all with over 50 percent. The foreign born are also
strongly represented among medical scientists (46 percent).
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TABLE 9-1.— Ten Most Common Occupations for Foreign-Born Workers, 2005

Occupation Proportion of Foreign Born (%) | Proportion of Native Born (%)

Construction labor
Maids and housekeepers
Janitors ..
Cooks..
Cashiers .
Drivers/sa
Grounds maintenance .
Carpenters ..............
Retail salesperson...
Supervisors, retail sales

00 00 O = = N~ oo
WO Wi i— o w0

Note: The sample includes all employed individuals over the age of 15. The “Drivers/sales workers and truck
drivers” category includes both truck drivers and those delivering goods in smaller vehicles.

Source: American Community Survey.

TABLE 9-2.— Ten Occupations with the Highest Proportion of
Foreign-Born Workers, 2005

Occupation Foreign-Born Proportion of All Workers (%)

Tailors, dressmakers, sewers 53

Graders and sorters (agriculture) ..... 53
Miscellaneous personal appearance workers 52
Plasterers and stucco masons .......... 52
Pressers, textile, garment, and relate 49

Miscellaneous agriculture workers ............ . 49

Drywall, ceiling-tile installers and tapers.. 48
Sewing machine operators .............. 48
Medical scientists 46
Maids and hOUSEKEEPETS .......cuvevceieeeeciereeeecte ettt 45

Note: The sample includes all employed individuals over the age of 15.
Source: American Community Survey.

In recent decades, a handful of states have absorbed the majority of foreign-
born persons. In 2005, California, New York, Texas, and Florida together
accounted for 57 percent of all the foreign born in the United States. The
same states accounted for only 29 percent of the native-born U.S. population.
These states still attract a large share of the foreign born, as one would expect
given the importance of family and information networks in facilitating
migration, but there is also evidence of significant gains in many other parts
of the country. Georgia, for instance, gained more than 200,000 foreign-born
persons between 2000 and 2005, raising its total foreign-born population by
38 percent. Several other states had comparable percentage increases, though
smaller gains in absolute numbers. The largest percentage changes were in
New Hampshire (51 percent) and South Carolina (50 percent). These
geographic shifts reflect foreign-born workers™ responsiveness to changes in
labor demand across regions within the United States.
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The Foreign-Born Skill Mix and the Labor Market
Impact

The inflow of foreign-born labor has complex effects on the productivity
and earnings of American factors of production—capital, land, and labor. To
understand how immigration affects the labor market, it helps to consider the
determinants of the skill mix among the foreign born and the nature of substi-
tutability among different factors of production.

American immigration policy acts as a filter that strongly favors potential
migrants with family connections to U.S. citizens and lawful permanent resi-
dents. In 2004, 946,142 persons were granted lawful permanent resident
status. Forty-three percent were admitted as immediate relatives of U.S. citi-
zens and an additional 23 percent were admitted under other family-based
sponsorship. Only 16 percent were admitted under the employment-based
preference category.

To some extent, this policy structure helps explain observed differences in
the economic performance of immigrants from different countries. Most
permanently admitted Mexican immigrants, for example, were selected on the
basis of family connections rather than skills. Therefore, it is not surprising
that as a group they do not fare as well economically as groups of migrants
who were selected largely on the basis of their skills, such as those from India.

Out of the employment-based permanent admissions category, only
10,000 lawful permanent resident slots are reserved for less-skilled workers.
For less-skilled seasonal workers, H-2A visas (for agriculture) and H-2B visas
(for other sectors) admit workers for short durations and specific jobs. These
visas help alleviate peak seasonal demands, but there is still demand for less-
skilled workers to work for longer durations. In an environment in which
unauthorized migrants can find employers without great difficulty, the
mismatch between labor market forces and immigration policy has resulted in
a large number of unauthorized migrant workers.

Standard surveys, such as the Current Population Survey, do not specifically
identify the legal status of the foreign born. Therefore, it is difficult to
measure and characterize the unauthorized population with precision. With
this caveat in mind, Box 9-1 discusses current estimates of the illegal
population’s size and economic characteristics.

H-1B visas permit temporary employment for skilled professionals who are
sponsored by a U.S. employer, typically in occupations in science, computers,
or engineering. The worker can remain in H-1B status for up to six years.
Current law permits only 65,000 new H-1B issuances per year, with some
exceptions for those with advanced degrees from U.S. universities and those
going to work for institutions of higher education or government research

organizations. For fiscal year 2007, the H-1B application cap was reached in
May 2006.
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Box 9-1: The Number and Characteristics of Unauthorized
Migrants

Due to the clandestine nature of illegal migration, the unauthorized
foreign-born population cannot be precisely enumerated. Nonetheless,
reasonable estimates have been made using data from the Census
Bureau’s Current Population Survey (CPS). The CPS data do not explic-
itly identify unauthorized individuals, but they do record a great deal of
relevant information. Using an estimate of the number of legal foreign-
born residents that is based on official U.S. immigration data, the total
number of illegal migrants can then be estimated as the difference
between the total foreign-born population and the number of foreign-
born estimated to be present legally. In 2006, a study estimated that
there were between 11 and 12 million unauthorized migrants residing in
the United States, accounting for approximately 30 percent of the total
foreign-born population. A related study estimated that between one
third and one half of the unauthorized migrants entered the country
legally but then overstayed their visas.

To provide more detailed characterizations, the study used statistical
techniques to select a certain number of potentially unauthorized
foreign-born residents from the March 2005 CPS. Keep in mind that the
following conclusions are unofficial estimates. They are subject to error,
but are also the best current characterization of the illegal population.

It appears that the labor force participation and occupational choices
of unauthorized migrants differ substantially from that of the general
U.S. population. Unauthorized adult males (ages 18 to 64) were more
likely to participate in the labor force than their native counterparts (94
percent participation rate compared to 83 percent for natives).
Unauthorized adult females were less likely than natives to participate in
the labor force (54 percent participation rate compared to 72 percent for
natives). In this case, the difference partly reflects the migrant women'’s
higher likelihood of having young children in the household.

In general, unauthorized migrants were concentrated in jobs that
require comparatively little formal education. Thus, they are under-repre-
sented relative to natives in “white collar” jobs in management, business,
and professional occupations, and in sales and administrative support
occupations. Relative to native-born workers, unauthorized migrants were
highly concentrated in other service jobs (31 percent compared to 16);
construction and extraction (19 percent compared to 6); production, instal-
lation, and repair (15 percent compared to 10); and farming (4 percent
compared to 0.5). Although unauthorized migrants represented just 4.9
percent of the total U.S. labor force in 2005, they represented large
proportions of the workforce in several specific occupations: 24 percent in
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farming occupations, 17 percent in cleaning occupations, 14 percent in
construction, and 12 percent in food preparation.

Approximately 40 percent of the unauthorized migrants had been in
the country for five years or less. The vast majority of unauthorized
migrants had come from Mexico (56 percent, or 6.2 million) and else-
where in Latin America (22 percent, or 2.5 million).

Nearly half (5.4 million) of the unauthorized migrants were adult
males, with a little less than half (2.4 million) of the adult males residing
without a spouse or children. Adult females accounted for 35 percent
(3.9 million) of the unauthorized migrants, and less than one-fifth of the
women were residing without a spouse or children. Approximately 1.8
million children accounted for the remainder of the unauthorized popu-
lation. In addition, approximately 3.1 million U.S.-born citizen children
were living in households where the head or the head'’s spouse was an
unauthorized migrant.

The interaction of migrant supply, labor demand, and policy structure
results in a foreign-born skill mix that is described in Chart 9-1 (for all foreign
born, age 25 and above). Educational attainment is only one component of
productive capability and it does not fully capture ambition, reliability, or
knowledge of a specific trade or language. Nonetheless, many jobs have strict
educational requirements, and economists frequently study the labor market
in terms of educational categories. The height of each bar in Chart 9-1 repre-
sents the number of foreign born from each region (age 25 and above).
Clearly, Latin America supplies more migrants than any other region, and
many from Latin America have less than a high school degree.

Foreign-born workers are found disproportionately at the extremes of the
educational spectrum. The educational mix of foreign-born workers relative
to native-born workers is shown in Chart 9-2. It differs from Chart 9-1 in
that it pertains to all employed workers over age 15, it groups all foreign-born
workers together, and it has more detailed information about the top end of
the educational scale. The first bar indicates that 15 percent of all workers in
the United States in 2005 were foreign born. The foreign born were heavily
over-represented in the group of workers with less than a high school degree;
they were slightly under-represented among workers with only a high school
degree, those with some college, and those with only BA degrees; and they
were over-represented among workers with advanced degrees, especially
among those with Ph.D. degrees who worked in scientific and technological
fields. All together, and remarkably, over 40 percent of Ph.D. workers in
computer, mathematical, architectural, engineering, and science occupations
were born outside the United States.
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Chart 9-1 Educational Attainment Among Foreign-Born U.S. Residents, 2005
Latin America is the most common source of foreign-born U.S. residents.
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Note: The sample includes all foregign-born U.S. residents ages 25 and older, "H.S. grad/GED" includes high
school graduates and those who have passed the general educational development test (GED).
Source: American Community Survey.

Chart 9-2 Foreign-Born Proportion of U.S. Workers by Education Level, 2005
Foreign-born workers are concentrated at the top and bottom of the education distribution relative to native-
born workers.
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Source: American Community Survey.
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Highly skilled migrants make many economic contributions to the United
States, and a strong case can be made that policy should accommodate more
of them. Skilled migrants, whether permanent or temporary, enrich our scien-
tific and academic communities, boost the technical capabilities of U.S. firms
(and the native-born workers employed there), augment the supply of health-
care providers, and pay far more in taxes than they absorb in government
services. Many of these workers were educated at American universities, and
nearly all adjust easily to life in the United States in terms of language skills
and employment. They make major innovative contributions in science,
medicine, and engineering, and help keep the United States at the forefront
of technological capability. For example, between 1901 and 2005 approxi-
mately one third of U.S. Nobel Prize winners in medicine and physiology
were born abroad.

Because the foreign born, as a group, do not have the same mix of skills as
U.S. natives, they alter the relative supply of different types of labor in the
economy. The extent to which this alteration of labor supply influences
natives’ wages depends in large part on whether the foreign born are comple-
ments or substitutes for natives in the labor market. When two inputs closely
resemble one another, they are likely to be substitutes, and an increase in the
supply of one will lower the earnings of the other. In some cases, however,
inputs are likely to be complements, and an increase in the supply of one will
raise the productivity and, therefore, the earnings of the other. For example,
construction laborers may be complements to skilled craftsmen because addi-
tional laborers may raise craftsmen’s productivity. Conversely, new
construction laborers may be close substitutes for other construction laborers
and for similar less-skilled workers, and so additional construction laborers
would tend to make the services of less-skilled laborers less valuable on the
labor market.

The impact of immigration on the labor market also depends on how other
factors of production, such as capital, respond to the change in labor supply
associated with immigration. In particular, in the short run an increase in the
supply of labor puts downward pressure on wages, allows more hiring, and
raises the productivity of capital. This increase in capital productivity, in turn,
induces firms to invest in more physical capital which ultimately makes labor
more productive. Thus, over time the capital accumulation response to immi-
gration tends to offset the downward pressure on wages caused by an increase
in the labor supply. The key point is that in trying to understand the effect of
immigration on labor markets it does not make sense to suppose that all the
other factors that influence labor markets remain the same over a long period
of time; rather, these other factors adjust to immigration in important ways.

Economists have produced many data-intensive analyses of the response of
native-born workers’ wages to immigration, and the debate is still ongoing. To
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some extent the estimates depend on the methodological approach that is
used to isolate the effects of immigration. One recent study concluded that
immigration between 1990 and 2004 slightly raised the wages of most native-
born workers but slightly lowered the wages of those without high school
degrees (who represent about 10 percent of the native-born labor force). If
this finding is correct, then excluding foreign-born workers might give a small
boost to the earnings of American high-school dropouts. But such a policy
would be costly and counterproductive from the perspective of American
consumers, businesses, and most native-born workers. Moreover, such a
policy would not be a well-targeted or effective way to assist low-income
Americans. The economic challenges facing low-income Americans are a
serious concern, but sharp restrictions on immigration are not the remedy.
A better policy is to ensure that all Americans have opportunities to acquire
skills that will improve their labor market outcomes.

Comprehensive Immigration Policy Reform

Border security is a fundamental responsibility of a sovereign nation and an
urgent requirement for our national security. Since 2001, funding for border
security has more than doubled, from $4.6 billion in fiscal year 2001 to $10.4
billion in fiscal year 2007. We will have increased the number of Border Patrol
agents by 63 percent, from 9,000 at the beginning of this Administration to
nearly 15,000 at the end of fiscal year 2007, and we have deployed about
6,000 National Guard troops to assist our border security efforts at the
southern border. We have also added 6,700 new detention beds, for a total of
27,500, and have been able to effectively end the practice of “catch and
release” of illegal aliens apprehended at the border. The heightened efforts to
control entry into the United States are one part of a larger strategy to
improve the immigration system while bolstering national security.

The President believes that the best way to fix immigration policy is to
adopt a comprehensive program that combines stronger border security, more
effective worksite enforcement of employment eligibility laws, and expanded
legal channels for the employment of foreign-born workers, including those
who are not highly skilled. The comprehensive program would reduce the
number of illegal workers and preserve the economic benefits associated with
a flexible supply of hardworking foreign-born workers. The key features of
comprehensive immigration policy reform would work together and reinforce
one another to strengthen the incentives for both workers and employers to
comply with immigration and employment laws.
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A Legal Bridge between Employer Demand and
Migrant Supply

By improving the technology that firms use to verify new workers
employment eligibility and expanding the channels for legal, temporary
migration by less-skilled workers, comprehensive immigration policy reform
can dramatically reduce incentives for illegal work. Effectively narrowing
employment opportunities for illegal workers must be the keystone of immi-
gration policy reform. Unfortunately, at present, it is often difficult for
employers to verify the employment eligibility of migrant workers, some of
whom have fraudulent documents or engage in identity theft. And as long as
some firms employ illegal workers, other firms might do the same to compete
on the basis of cost. The current situation with millions of illegal workers and
many non-compliant employers is both unacceptable and unnecessary.

Comprehensive immigration reform should aim to establish an environ-
ment in which all employers can easily determine the legal status of newly
hired workers, in which foreign-born workers can easily prove their identity
and legal status, and in which firms can legally hire a foreign worker when no
American worker is available to fill a given job. This reform requires an elec-
tronic employment eligibility verification system that is accurate, fast, and
inexpensive. The Department of Homeland Security continues to refine and
expand an internet-based system called the Basic Pilot Program that allows
participating employers to verify the employment eligibility of their new hires
by checking against Social Security Administration and immigration records.
In addition, to curtail the use of fraudulent identity documents, the
Department of Homeland Security now issues tamper-resistant, biometrically
enhanced (with photograph and finger print) identity documents to most
lawfully present foreign-born workers.

Employers also must be held accountable if they hire illegal workers. A
rigorous system of verification checks in combination with strong enforcement
and enhanced penalties can effectively promote compliance. In this regard, the
new policy would remedy the comparatively lax enforcement of immigration
law that followed the Immigration Reform and Control Act of 1986.

Electronic verification of new hires’ eligibility, tamper-resistant and
biometric identification cards for foreign-born workers, and stronger interior
enforcement measures should be complemented by the establishment of a
temporary worker program, initially proposed by the President on January 7,
2004. A temporary worker program would provide a legal channel for a
foreign-born worker to enter the United States for a specific period of time,
provided that the worker maintains a consistent work record, does not break
the law, and follows the rules of the program. In addition, under certain
conditions, some currently undocumented workers would be eligible to work
here legally if they pay a substantial penalty for having violated the law. As
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long as the costs for program participation are kept low, enforcement is
robust, and the number of workers allowed to participate is sufficient,
migrants and employers will choose this legal channel for finding matches
rather than resorting to illegal means.

A temporary worker program should also endeavor to preserve the flexible
role that foreign-born workers play in the American economy. Foreign-born
workers are responsive to new economic opportunities and to variation in
opportunities over time and space. This responsiveness tends to improve labor
market efficiency and overall economic productivity. Administrative require-
ments that are burdensome for firms, migrants, or government agencies will
raise the program’s economic costs and, depending on the program’s structure,
result in either non-compliance with the new policy or a significant drain on
government resources.

Finally, comprehensive immigration reform must ensure that highly-skilled
immigrants are welcome to make contributions to the U.S. economy. For
example, many of the world’s best students come to American universities for
advanced training in science and technology, and a large share of these
students would like to stay and work in the United States after finishing their
education. As discussed earlier in the chapter, their work helps keep the
United States at the frontier of research and development, and their post-
schooling employment depends upon their ability to acquire a temporary
work visa or permanent resident status.

The Pitfalls of Partial Policy Reforms

Less-skilled workers are infrequently admitted to the United States unless
they have a close relative who is already an American citizen or lawful perma-
nent resident, or they are coming for a short-term, seasonal job. At the same
time, America has a strong demand for the products and services that less-
skilled workers provide and a declining number of less-skilled domestic-born
workers to provide them. This combination acts as a powerful magnet for less-
skilled foreign workers. While there is no excuse for breaking immigration
and employment laws, the underlying economic forces that draw immigrants
to the United States are powerful and deeply rooted. Comprehensive immi-
gration reform can put the United States on a firm legal and economic footing
to manage twenty-first century immigration, whereas partial reforms are
likely to entail significant costs without yielding satisfactory results.

A policy that relies on more extensive border fencing or more intensive
border patrols will make it more difficult for migrants to cross the border ille-
gally. This is an important step in improving control over our borders. By
itself, however, this approach will not undercut the existing demand from
U.S. employers and consumers for the labor services of foreign-born workers.
Therefore, it seems likely that in response to this partial reform the flow of
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migrants would change its path rather than dry up completely. Building
fences, for example, does not address the problem of lawful entrants over-
staying their visas and working without permission, and according to a recent
study, between one third and one half of all unauthorized migrants in the U.S.
entered the country legally. Thus, even with substantial increases in border
patrol resources and increases in the cost of “coyote” services (guides who lead
illegal migrants across the southern border), the best efforts of our Border
Patrol have not fully stemmed the tide of illegal immigration. Pursuing inten-
sive fencing and patrolling approaches to extremes would be inordinately
costly in terms of material and manpower, and still it would not achieve the
goal of greatly reducing the employment of illegal workers.

A partial policy reform that targets current employers of illegal migrants
might lower the demand for illegal workers, make it more difficult for illegal
migrants to find work, and therefore lessen the illegal inflow. But if the supply
of authorized foreign-born workers is not simultaneously augmented through
a temporary worker program, this approach would hurt many American
companies and consumers and, as discussed above, would hurt complemen-
tary American workers. It would also slow the growth of the labor force and
the overall economy.

Alternatively, a partial policy reform that focuses primarily on detecting,
apprehending, and removing illegal workers who are already present in the
United States might reduce migrants’ desire to live and work here, but would
be very costly to carry out. Moreover, fundamental economic forces would
still drive many foreign workers to try their luck in America, illegally if neces-
sary. The likely outcome of such partial reform is that there would still be
many illegal workers and, more than ever, they would be unwilling to
communicate with local law enforcement officials, prone to work in the
underground economy, and subject to exploitation by criminals, smugglers,
and unscrupulous employers.

Unlike partial reforms, the President’s comprehensive approach can succeed
because it combines a number of elements that reinforce one another. This
comprehensive approach gives employers access to a source of legal foreign-
born workers when they cannot find Americans to fill jobs, gives them better
tools to verify the employment eligibility of persons they hire, and strongly
punishes non-compliance with enhanced civil and criminal penalties. This
approach also provides potential temporary migrants a more expansive legal
route to employment in the United States that does not depend so heavily on
having high levels of education and skills or on having relatives in the United
States to sponsor them. It also makes illegal border crossing more difficult to
accomplish and makes unauthorized employment more difficult to find. By
simultaneously narrowing illegal channels for migration and employment and
widening legal channels, the comprehensive approach to immigration policy
reform can significantly improve upon the current system.

Chapter 9 | 205



Conclusion

Immigrants make important contributions to the American economy. They
help the economy grow by adding to the labor force; they fill in jobs at the
lower end of the skill distribution where relatively few native-born Americans
are available to work; they also fill in jobs at the highest end of the skill distri-
bution and help keep the United States at the forefront of technological and
medical innovation; they respond quickly and flexibly to shifts in labor
demand; and they work hard to make better lives for themselves and their
children. Immigration is both a reflection of and a contributor to our
economy’s prosperity.

The foreign-born proportion of the population has steadily increased in
recent decades, and now stands at about 12 percent of the total U.S. popula-
tion. Over the same period, the U.S. economy has performed well in
comparison with other advanced economies. Still the large number of unau-
thorized workers has made it clear that our current immigration policy is
inadequate. At the same time, the economic forces that drive international
migration are as strong as ever and will remain so for the foreseeable future.

Comprehensive immigration policy reform can improve border security,
significantly reduce the number of illegal workers, and yield economic bene-
fits for employers, workers, and consumers in the United States. Achieving
these policy goals requires better interior enforcement which, in turn, requires
better tools for employers to verify worker eligibility. It also requires the
creation of better legal channels for the migration of hard-working foreign-
born workers who are eager to fill jobs that contribute to the American
economy. Such workers tend to enhance the productivity of American factors
of production, but they currently have few avenues, aside from family reuni-
fication, to gain legal entry and employment for a sustained period of time.
By mutually reinforcing one another, the various components of comprehen-
sive immigration policy reform can support a legally and economically viable
immigration system.
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LETTER OF TRANSMITTAL

COUNCIL OF ECONOMIC ADVISERS
Washington, D.C., December 29, 2006

MR. PRESIDENT:

The Council of Economic Advisers submits this report on its activities
during calendar year 2006 in accordance with the requirements of the
Congress, as set forth in section 10(d) of the Employment Act of 1946 as
amended by the Full Employment and Balanced Growth Act of 1978.

Sincerely,

Edward P. Lazear, Chairman
Katherine Baicker, Member
Matthew J. Slaughter, Member
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Report to the President on the
Activities of the Council of Economic

Advisers During 2006

The Council of Economic Advisers was established by the Employment Act
of 1946 to provide the President with objective economic analysis and advice
on the development and implementation of a wide range of domestic and
international economic policy issues.

The Chairman of the Council

Edward P. Lazear was appointed by the President on February 24, 2006 as
Chairman of the President’s Council of Economic Advisers. Dr. Lazear
succeeded Ben S. Bernanke, who was appointed by the President as Chairman
of the Federal Reserve Board on February 1, 2006.

Dr. Lazear is on a leave of absence from the Stanford Graduate School of
Business where he is the Jack Steele Parker Professor of Human Resources
Management and Economics. He also serves as the Morris Arnold Cox Senior
Fellow at the Hoover Institution.

Dr. Lazear is responsible for communicating the Council’s views on
economic matters directly to the President through personal discussions and
written reports. He represents the Council at daily White House senior staff
meetings, a variety of inter-agency meetings, Cabinet meetings, and other
formal and informal meetings with the President. He also travels within the
United States and overseas to present the Administration’s views on the
economy. Dr. Lazear is the Council's chief public spokesperson. He directs the
work of the Council and exercises ultimate responsibility for the work of the

professional staff.

The Members of the Council

Katherine Baicker and Matthew J. Slaughter are Members of the Council of
Economic Advisers. Dr. Baicker is on leave from the University of California
in Los Angeles, where she is an Associate Professor in the Department of
Public Policy. She also served as a Faculty Research Fellow for the National
Bureau of Economic Research. At the Council, Dr. Baicker’s responsibilities
include work on public finance, labor, and health issues.
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Dr. Slaughter is on leave from the Tuck School of Business at Dartmouth
College where he is an Associate Professor of Business Administration. He also
serves as a visiting Fellow at the Institute for International Economics and has
served as a Research Associate at the National Bureau of Economic Research.
Dr. Slaughter’s responsibilities at the Council include work on international
finance and trade, and industrial organization issues.

Macroeconomic Policies

As is its tradition, the Council devoted much time during 2006 to assisting
the President in formulating economic policy objectives and designing
programs to implement them. In this regard the Chairman kept the President
informed, on a continuing basis, of important macroeconomic developments
and other major policy issues through regular macroeconomic briefings. The
Council prepares for the President, the Vice President, and the White House
senior staff regular memoranda that report key economic data and analyze
current economic events. Council staff also regularly provides assistance with
economic data to other offices of the Executive Office of the President.

The Council, the Department of the Treasury, and the Office of
Management and Budget (OMB)—the Administration’s economic “troika™—
are responsible for producing the economic forecasts that underlie the
Administration’s budget proposals. The Council, under the leadership of the
Chairman and the Chief Economist, initiates the forecasting process twice
each year. In preparing these forecasts, the Council consults with a variety of
outside sources, including leading private sector forecasters.

In 2006, the Council took part in discussions on a range of macroeconomic
issues. The Council contributed significantly to discussions of the macroeco-
nomic impact of unexpected oil supply shocks, the effects of a potential
pandemic flu, and proposed mitigation plans.

The Council works closely with the Department of the Treasury, the Federal
Reserve, and other government agencies in providing analyses to the
Administration on these topics of concern. It also works closely with the
National Economic Council, the Office of Management and Budget, and
other offices within the Executive Office of the President in assessing the
economy and economic policy proposals.

International Economic Policies

The Council was involved in a range of international trade and finance
issues, and was an active participant in discussions at the global, regional,
and bilateral levels. On the international trade front, the Council provided
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empirical analysis of forthcoming free trade agreements and the recently
released top-to-bottom review of U.S.-China bilateral economic relations
spearheaded by the United States Trade Representative. Staff also conducted a
landmark study exploring the prevalence and effects of non-tariff barriers in
conjunction with the Department of Commerce.

Further involvement included extensive analysis and participation in
deliberations related to the U.S. economic interaction with China. The
Council participated in the inaugural U.S. Treasury-led Strategic Economic
Dialogue in Beijing where a host of bilateral economic issues with China were
discussed, ranging from financial liberalization, to energy and the environ-
ment, to bilateral trade relations.

The Council participated in the development of U.S. proposals for securing
global energy security and combating the spread of pandemic disease at this
year’s G8 Summit held in St. Petersburg, Russia. The Council also prepared
in-depth analyses for the President’s international itinerary, including the
annual Asia-Pacific Economic Cooperation (APEC) summit, and travel to
Europe, India, and Mexico. The Council participated in discussions
concerning the need for greater international financial and trade liberalization
with both advanced and emerging market economies. Council members regu-
larly met with representatives of the Council’s counterpart agencies in foreign
countries, as well as with finance ministers, other government officials, and
members of the private sector.

The Council is a leading participant in the Organization for Economic
Cooperation and Development (OECD), the principal forum for economic
cooperation among the high-income industrial economies. Chairman Lazear
and Dr. Slaughter participated in meetings of the OECD’s Economic Policy
Committee (EPC), as well as meetings of the OECD’s Working Party 3 on

macroeconomic policy and coordination.

Microeconomic Policies

A wide variety of microeconomic issues received Council attention during
2006. The Council actively participated in the Cabinet-level National
Economic Council and Domestic Policy Council, dealing with issues
including health care, labor issues, energy policy, legal reform, the environ-
ment, homeland security, education, pensions, transportation, and technology
among others.

The Council was involved in a plethora of discussions related to health care.
These included examination and policy proposals relating to the tax treatment
of health insurance, analysis and development of Administration efforts to
enhance Health Savings Accounts, analysis of potential Medicare and
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Medicaid reforms, and promotion of transparency in health price and quality.
The Council investigated the causes and consequences of rising health care
costs and examined potenial remedies including greater consumer involve-
ment in health care, opening access to insurance across state lines, Association
Health Plans, and encouraging high quality health care when the government
is the payer.

The Council was also especially active in energy and environmental policy
discussions, where it analyzed energy markets, fuel economy issues, and alter-
natives to oil. This included issues such as the President’s Advanced Energy
Initiative, bio-energy, the Outer-Continental Shelf, the Renewable Fuels
Standard, CAFE, the Strategic Petroleum Reserve, regulatory reforms, global
climate change, and the international trade of energy.

The Council examined transportation policies relating to airports, hybrid
vehicles, and congestion pricing. The Council also played a role in the analysis
of policy for telecommunications, broadband, and spectrum allocation.
Council staff also provided analyses related to agricultural issues.

The Council participated in discussions related to catastrophic risk
insurance relating to natural disasters and attacks. The Council also partici-
pated in ongoing policy discussions relating to the governments role in
terrorism risk insurance.

On labor policy, the Council was involved in the development of the
President’s comprehensive immigration policy and other proposed immigra-
tion reforms. The Council also assisted in Administration evaluation of higher
education policies, as well as in the examination of the No Child Left
Behind program.

The Council was active in tax policy discussions relating to comprehensive
tax reforms, business tax credits, and corporate taxation, as well as tax issues
related to entitlement programs such as Social Security. Many additional
tax policy discussions were involved in other microeconomic discussions
including labor, insurance, pensions, and health care.
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The Staff of the Council of Economic Advisers

The professional staff of the Council consists of the Chief of Staff, the Chief
Economist, the Director of Macroeconomic Forecasting, eight senior econo-
mists and one economist, and seven junior staff of analysts and research
assistants. The professional staff and their areas of concentration at the end of

2006 were:

Chief of Staff
Gary D. Blank

Chief Economist
Keith Hall

Director
of

Macroeconomic Forecasting and Statistics

William J. Collins ....
Frik A. Heitfield ......
Bradley J. Herring....
Kristin McCue.........
Robert E Martin.......

Christine A. McDaniel......

David P. Richardson.
Wolverton, Maryann

BenjaminT. Ho .......

Dagmara K. Tchalakov......

Diana C. Wielocha...
Jonathan A. Wolfson

Steven N. Braun

Senior Economists

Labor, Immigration, Education, Welfare
Finance, Telecommunications

Health

Labor, Small Business, Economic Development
Macroeconomics, International Finance and
Development

International Trade

Public Finance

Agriculture, Environment, Natural Resources

Economist
Energy, Transportation, Legal Reform

Analysts

International Finance and Trade
Public Finance, Finance, Legal Reform

Health
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Research Assistants

Eric B. Cragun.................. Labor, Macroeconomics
Nikola D. Kojucharov....... Macroeconomics
Gregory E. Stein................ Energy, Transportation, Environment,
Agriculture
Lucas D. Threinen ............ International Finance and Trade, Technology
Statistical Office

The Statistical Office maintains and updates the Council's statistical infor-
mation, oversees the publication of the monthly Economic Indicators and
the statistical appendix to the Economic Report of the President, and verifies
statistics in Presidential and Council memoranda, testimony, and speeches.

Linda A. Reilly.................. Program Analyst (Statistical)
Brian A. Amorosi .............. Program Analyst (Statistical)
Dagmara A. Mocala........... Research Assistant

Linda Reilly retired from Federal service on December 29, 2006. She had
worked at the Council for 36 years and had been with the Statistical Office
since 1981. Linda’s dedication to the Council has been extraordinary, and her
knowledge of statistics and their applications are greatly appreciated by CEA
staff past and present.

Administrative Office
The Administrative Office provides general support for the Council’s activities.
This includes financial management, human resource management, and travel,
facility, security, information, and telecommunications management support.

Rosemary M. Rogers ......... Administrative Officer

Archana A. Snyder-............. Financial Manager

Doris T. Searles................... Information Management Specialist

Office of the Chairman

Alice H. Williams.............. Executive Assistant to the Chairman

Sandra E Daigle................. Executive Assistant to the Chairman
and Assistant to the Chief of Staff

Lisa D. Branch.................. Executive Assistant to Dr. Slaughter

Mary E. Jones .......cccceue. Executive Assistant to Dr. Baicker

Staff Support
Sharon K. Thomas............. Administrative Support Assistant and Assistant

to the Chief Economist
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Jane Tufts and Anna Paganelli provided editorial assistance in the preparation
of the 2007 Economic Report of the President.

Student Interns during the year were: Daniel M. Cohen, Shana N.
Dougherty, Stacy L. Droms, George Kim, Bryan C. Hoppe, Grace C. Hou,
Lindsay A. Philbrick, Joni Perdue, Jennifer Scallion, Timothy Simmons,
Michael S. Verne, and Sajid S. Zaidi.

Fellows during the year were: Michael Chow and Therese C. Scharlemann.

Departures

The Council’s senior economists, in most cases, are on leave of absence from
academic institutions, government agencies, or private research institutions. Their
tenure with the Council is usually limited to one or two years. The senior econo-
mists who resigned during the year and returned to their previous affiliations
were: John Anderson (University of Nebraska), William Block (Department of
the Treasury), Daniel Covitz (Federal Reserve Board), Joseph Cooper (Depart-
ment of Agriculture), William H. Dow (University of California, Berkeley),
Wayne Dunham (Department of Justice), Dino Falaschetti (Montana State
University), and Richard Newell (Resources for the Future). Rebecca Kalmus, an
economist, resigned to pursue studies at the University of Texas.

The economists are supported by a team of junior staff made up of staff
economists, analysts, and research assistants who generally work with the
Council for one or two years before returning to school. Those who served as
staff economists at the Council and resigned during 2006 were: Soren
Anderson, Faisal Z. Ahmed, and Andrew Hanson. Those who served as
research assistants at the Council and resigned during 2006 were: Jeffrey P.
Clemens and Sarena E. Goodman.

Public Information

The Council’s annual Economic Report of the President is an important vehicle
for presenting the Administration’s domestic and international economic policies.
It is available for distribution as a bound volume and on the Internet, where it is
accessible at www.gpoaccess.gov/eop. The Council also publishes the monthly
Economic Indicators, which is available on-line at www.gpoaccess.gov/indicators.
The Council’s home page is located at www.whitehouse.gov/cea.
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General Notes

Detail in these tables may not add to totals because of rounding.

Because of the formula used for calculating real gross domestic product (GDP),
the chained (2000) dollar estimates for the detailed components do not add to the
chained-dollar value of GDP or to any intermediate aggregate. The Department of
Commerce (Bureau of Economic Analysis) no longer publishes chained-dollar
estimates prior to 1990, except for selected series.

Unless otherwise noted, all dollar figures are in current dollars.

Symbols used:
PPreliminary.
... Not available (also, not applicable).

Data in these tables reflect revisions made by the source agencies through Janu-
ary 29, 2007. In particular, tables containing national income and product ac-
counts (NIPA) estimates reflect revisions released by the Department of Com-
merce in July 2006.
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NATIONAL INCOME OR EXPENDITURE

TABLE B—1.—G'ross domestic product, 1959-2006
[Billions of dollars, except as noted; quarterly data at seasonally adjusted annual rates]

Personal consumption expenditures

Gross private domestic investment

Fixed investment

Year or o Grosi_ N Nonresidential Chziar?ge
omestic on- !
quarter product | Total | DUrable | qyrabje | eV | popy) Equip- |

goods ices Resi vate

goods Total Total Struc- ";ﬁgt dential | inven-

tures soft- tories

ware

506.6 | 317.6 427 148.5 126.5| 785| 746| 465 18.1 28.4 28.1 3.9
5264 | 331.7 433 152.8 1356 789| 757| 494| 19.6 29.8 26.3 3.2
54471 342.1 418| 156.6 143.8| 782| 752| 488| 197 29.1 26.4 3.0
585.6| 363.3 46.9 162.8 153.6| 88.1 820 531 20.8 32.3 29.0 6.1
617.7| 382.7 51.6 168.2 162.9| 938| 881 56.0 212 34.8 32.1 5.6
663.6| 4114 56.7 178.6 176.1| 102.1 9721 63.0| 237 39.2 34.3 48
719.11 4438 63.3 191.5 189.0 118.2| 109.0f 748| 283 46.5 34.2 9.2
787.8| 480.9 683 208.7 2038 131.3| 117.7| 854 313 54.0 32.3 13.6
832.6| 507.8 704 2171 2203| 128.6| 1187| 864 315 54.9 324 9.9
910.0| 558.0 80.8| 2357 2416| 1412 1321 934 336 59.9 38.7 9.1
984.6| 605.2 859 2531 266.1| 156.4| 1473| 1047 377 67.0 426 9.2
1,038.5]| 648.5 85.0 272.0 291.5| 1524 1504| 109.0 40.3 68.7 414 2.0
1,127.1] 701.9 96.9 285.5 3195 1782 169.9| 1141 42.7 71.5 55.8 8.3
1,2383| 770.6 1104 308.0 352.2| 207.6| 198.5| 1288 47.2 81.7 69.7 9.1
1,382.7| 8524 123.5 343.1 385.8| 2445| 228.6| 1533 55.0 98.3 753 15.9
1,500.0| 933.4 122.3 384.5 426.6| 249.4| 2354\ 169.5 61.2 108.2 66.0 14.0
1,638.3]1,034.4 133.5 420.7 480.2| 230.2| 236.5| 173.7 61.4 1124 62.7 -6.3
1,8 1,151.9 158.9 458.3 534.7| 2920| 274.8| 1924 65.9 126.4 82.5 17.1
2,0 1,278.6 181.2 497.1 600.2| 361.3| 339.0| 2287 14.6 154.1 110.3 22.3
2,2 1,428.5 201.7 550.2 676.6| 438.0| 412.2| 280.6 93.6 187.0 131.6 25.8
2,5 1,592.2 214.4 624.5 7533| 4929 4749| 3339| 1177 216.2 141.0 18.0
2,7 1,757.1 21421 696.1 846.9| 479.3| 4856| 362.4| 1362 226.2 123.2 -6.3
3,1 1,941.1 2313|7589 950.8 | 572.4| 5426| 4200 167.3 252.7 122.6 29.8
3,2 2,077.3| 240.2| 787.6| 1049.4| 517.2| 532.1| 4265| 177.6 248.9 105.7| -149
3,5 2,2906| 280.8| 831.2| 1178.6| 564.3| 570.1| 417.2| 1543 262.9 152.9 -5.8
3,9 2,5033| 3265| 884.6| 12922| 7356| 670.2| 489.6| 1774 312.2 180.6 65.4
42 2,7203| 3635| 928.7| 14281| 736.2| 714.4| 526.2| 1945 3317 188.2 21.8
4.4 2,899.7| 403.0| 958.4| 15383| 746.5| 739.9| 519.8| 1765 34331 2201 6.6
4,7 3,100.2| 421.7| 10153| 1663.3| 785.0| 757.8| 524.1| 1742 3499 2337 21.1
51 3,353.6| 4536| 1,083.5| 18165 821.6| 803.1| 563.8| 182.8 38101 2393 18.5
5,4 3,598.5| 471.8| 1,166.7| 1960.0| 8749| 847.3| 607.7| 193.7 4140 2395 21.7
538 3,839.9| 4742 1249.9| 2,1159| 861.0| 846.4| 622.4| 2029 419.5| 2240 145
59 3,986.1| 4539 1284.8| 2247.4| 802.9| 803.3| 5982| 183.6 4146|  205.1 -4
6,3 42353 4836| 13305| 2421.2| 864.8| 8485| 612.1| 172.6 4396 2363 16.3
6,6 44779\ 526.7| 1,3794| 2571.8| 953.4| 932.5| 666.6| 177.2 489.4|  266.0 20.8
7,0 4,743.3| 5822| 1437.2| 2,7239/1,097.111,033.3| 731.4| 186.8 5446 3019 63.8
73 49758| 611.6| 14851| 2879.1/1,144.0|1,112.9| 810.0| 207.3 602.8| 302.8 311
78 5256.8| 652.6| 15555| 3,048.7(1240.3(1,209.5| 875.4| 224.6 6508 | 3341 30.8
8,3 554741 692.7| 1619.0| 3,2358(1,389.8(1,317.8| 968.7| 250.3 71831  349.1 72.0
8,7 5879.5| 750.2| 1,683.6| 3,445.7(1509.1|1438.4|1,0526| 275.2 7773 3858 70.8
9,2 6,282.5| 817.6| 1,804.8| 3,660.0|1,625.7|1558.8|1,133.9| 282.2 851.7| 4249 66.9
98 6,739.4 863.3| 1,947.2| 3,9288|1,7355(1,679.0|1,232.1| 313.2 918.9 446.9 56.5
7,055.0 883.7| 2,017.1| 4,1543|1614.3|1,646.1|1,176.8| 322.6 854.2 469.3 =-31.7
7,350.7 9239| 2,079.6| 4,347.2|1,582.1|1,570.2|1,066.3| 279.2 787.1 503.9 11.9
1,703.6 942.7| 2,190.2| 4,570.8|1,664.1|1,649.8|1,077.4| 277.2 800.2 572.4 143
8,211.5 986.3| 2,345.2| 4,880.1|1,888.0(1,830.6(1,155.3| 300.8 854.5 675.3 57.3
874241 1,033.1| 2,539.3| 5,170.0|2,057.4|2,036.2|1,265.7| 338.6 927.1 770.4 213
7,548.1 9115| 2,159.0| 4,477.7|1,606.4|1583.3|1,044.0| 269.9 774.1 539.3 23.0
762841 937.3| 2,1554| 45356/ 1,617.1|1,620.6|1,067.4| 279.2 7882 553.2 -3.5
7,7826| 964.4| 2216.8| 4,601.4(1,690.5|1678.7|1,093.3| 280.2 8132 5854 11.8
7,855.3| 957.4| 2229.5| 4,668.4|1,742.3|1,716.4|1,1048| 279.6 8252 611.6 25.9
8,018.0| 971.5| 2,284.7| 4,761.8(1,781.9(1,743.9|1,112.1| 286.5 8256 631.8 38.0
8,148.1 976.2| 2,327.8| 4,844.2|1,892.2(13812.8|1,137.6| 296.8 8408 | 6752 79.3
8,265.0| 990.9| 2,355.5| 4918.6]1,917.7|1,862.9|1,170.0| 306.4 8636 692.9 54.8
8414.8| 1,006.4| 2,412.7| 4995.7]1,960.2|1,902.9|1,201.5| 313.6 8879 7014 57.3
8,519.71 1013.1| 2,450.2| 5,056.4|2,013.5|1,954.1/1,230.0| 326.5 903.5 724.1 59.4
8,674.6| 10423 | 2,5086| 5123.7|2,009.1|2,016.7|1,251.8| 332.0 919.8 764.9 -16
8,847.3| 1,057.3| 2,584.9| 5205.1|2,052.6|2,067.9|1276.7| 336.3 940.4 791.2 -153
8,927.8| 1019.6| 2,613.5| 5294.7|2,154.5|2,105.8|1,304.3| 359.7 944.7 801.5 48.6
9,079.2| 1,064.1| 2,658.2| 5356.8(2,214.8|2,167.7|1,359.2| 378.2 981.0 8085 47.2
9,228.1| 1,061.8| 2,721.4| 5444.9(2,237.1|2,174.8|1,384.3| 4063 97791  790.6 62.3
9,346.7| 1,075.5| 2,747.7| 5523.5(2,235.5|2,171.4|1,420.8| 4269 994.0|  750.5 64.2

See next page for continuation of table.

228



TABLE B—1.—Gross domestic product, 1959-2006—Continued
[Billions of dollars, except as noted; quarterly data at seasonally adjusted annual rates]

Net exports of goods
and services

Government consumption expenditures
and gross investment

Percent change
from preceding

o Flinalf dGross Aggrenn period
Year or edera sales of || domes- || gt
T e | | | e T
exports | EXPorts | Imports | Total Total al l\ﬁjoen GQSl product || chases ! 'fjrcotd{ tic tic
de- fense prod- pur-
fense uct |chases!
0.4 22.7 22.3] 110.0 65.4 53.8 115 447 502.7 506.2 509.3 8.4 8.5
4.2 27.0 22.8| 111.6 64.1 53.4 10.7| 475 523.2 522.2 529.5 3.9 32
49 27.6 2271 1195 67.9 56.5 114| 516 541.7 539.8 548.2 35 34
41 29.1 2500 130.1 75.3 61.1 142| 549 579.5 581.5 589.7 15 1.1
49 311 26.1] 136.4 76.9 61.0 15.9] 59.5 612.1 612.8 622.2 55 5.4
6.9 35.0 28.11 1432 78.5 60.3 182| 64.8 658.8 656.7 668.5 14 1.2
56 37.1 315 1515 80.4 60.6 19.8 71.0 709.9 7135 724.4 8.4 8.6
39 40.9 37.1 1718 92.5 71.7 20.8| 792 774.2 783.9 7929 9.5 9.9
3.6 435 3991 1927 104.8 83.5 213] 879 822.1 829.0 838.0 5.7 5.8
1.4 479 46.6] 2094 1114 89.3 22.11 98.0 900.9 908.6 916.1 9.3 9.6
1.4 51.9 50.5| 221.5| 1134 89.5 23.8| 108.2 975.4 983.2 990.7 8.2 8.2
4.0 59.7 55.8| 233.8| 1135 87.6 25.8| 120.3| 1,036.5|| 1,034.6|| 1,044.9 55 5.2
6 63.0 62.3| 2465 1137 84.6 29.1) 132.8| 1,118.9| 1,126.5|| 1,134.7 8.5 8.9
-3.4 70.8 742 2635 119.7 87.0 32,7 143.8| 1,229.2|| 1,241.7|| 1,246.8 9.9 10.2
4.1 95.3 91.2| 281.7| 1225 88.2 343 159.2|| 1,366.8| 1,378.6|| 1,395.3 11.7 11.0
-8 1267 127.5] 317.9) 1346 95.6 39.0) 183.4|| 1,486.0(| 1,500.8|| 1,515.5 8.5 8.9
16.0] 138.7 122,71 357.7\ 149.1 103.9 45.1) 208.7|| 1,644.6|| 1,622.4|| 1,651.3 9.2 8.1
-1.6| 1495 151.1) 383.0) 159.7 111.1 48.6| 223.3|| 1,808.2|| 1,826.9|| 1,842.1 114 12.6
-23.1 159.4 1824 4141 1754 1209 545 238.7| 2,008.6|| 2,054.0|| 2,051.2 11.3 124
-25.4| 186.9 212.3|  453.6] 190.9 130.5 60.4| 262.6|| 2,268.9| 2,320.1|| 2,316.3 13.0 13.0
-22.5  230.1 252.7| 500.8] 210.6 1452 65.4| 290.2|| 2,545.3|| 2,585.9|| 2,595.3 11.7 115
-13.1| 2808 293.8| 566.2| 243.8| 168.0 75.8| 322.4| 2,795.8|| 2,802.6| 2,823.7 8.8 8.4
-12.5| 3052 317.8| 6275 2802 196.3 84.0| 347.3|| 3,098.6( 3,141.0|| 3,161.4 122 12.1
-20.0| 2832 303.2| 680.5 310.8] 2259 84.9] 369.7|| 3,269.9( 3,275.0|| 3,291.5 4.0 43
-51.7| 271.0 328.6| 7335 3429 2507 92.3] 390.5|| 3,542.4( 3,588.3|| 3,573.8 8.7 9.6
-102.7| 302.4 405.11 797.0) 374.4| 2816 92.8| 422.6|| 3,867.8( 4,035.9|| 3,969.5 112 125
-115.2|  302.0 417.2| 879.0) 4128 311.2| 101.6| 466.2|| 4,198.4( 4,335.5| 4,246.8 13 1.4
-132.7| 3205 453.3] 949.3| 438.6 330.9| 107.8| 510.7\| 4,456.3| 4,595.6|| 4,480.6 5.7 6.0
-145.2| 363.9 509.1| 999.5| 460.1| 350.0{ 110.0| 539.4| 4,712.3|| 4,884.7|| 4,751.4 6.2 6.3
-110.4| 444.1 554.5| 1,039.0 462.3| 354.9| 107.4| 576.7|| 5,085.3|| 5214.2| 51274 1.7 6.7
-88.2| 5033 591.5| 1,099.1| 4822 362.2| 120.0{ 616.9| 5,456.7|| 5572.5|| 5510.6 15 6.9
-78.0| 5524 630.3| 1,180.2| 508.3| 374.0| 134.3| 671.9| 5,788.5|| 5,881.1|| 5837.9 5.8 5.5
-21.5 596.8 624.3| 1,234.4| 527.7| 383.2| 144.5| 706.7|| 5996.3|| 6,023.4| 6,026.3 33 2.4
-332| 6353 668.6| 1,271.0 533.9| 376.9| 157.0| 737.0|| 6,321.4|| 6,371.0|| 6,367.4 5.7 5.8
—65.0) 655.8 720.9| 1,291.2| 525.2| 362.9| 162.4| 766.0|| 6,636.6/| 6,722.4| 6,689.3 5.0 5.5
-93.6| 7209 814.5| 1,325.5| 519.1| 353.7| 165.5| 806.3|| 7,008.4( 7,165.8|| 7,098.4 6.2 6.6
-914| 8122 903.6| 1,369.2| 519.2| 348.7| 170.5| 850.0|| 7,366.5|| 7,489.0(| 7,433.4 4.6 4.5
-96.2| 868.6 964.8| 1,416.0| 527.4| 3546 172.8| 888.6| 7,786.1|| 7,913.1|| 7,851.9 5.7 5.7
-101.6| 955.3| 1,056.9| 1,468.7| 5309/ 349.6] 181.3| 937.8|| 8,232.3|| 8,405.9|| 8337.3 6.2 6.2
-159.9| 955.9| 1,115.9| 1518.3] 530.4| 3457 184.7| 987.9| 8,676.2|| 8,906.9|| 87683 5.3 6.0
-260.5 991.2| 1251.7| 1,620.8] 555.8| 360.6] 195.2|1,065.0{ 9,201.5|| 9,528.9|| 9,302.2 6.0 7.0
-379.5| 1,096.3| 1,475.8| 1,721.6] 578.8| 370.3| 208.5/1,142.8]| 9,760.5/{10,196.4| 9,855.9 5.9 7.0
-367.0| 1,032.8| 1,399.8| 1,825.6] 612.9| 392.6| 220.3|1,212.8{/10,159.7]/10,495.0{/10,171.6 3.2 2.9
—424.4| 1,005.9| 1,430.3| 1,961.1| 679.7| 437.1| 242.5|1,281.5(/10,457.7]/10,894.0//10,500.2 3.4 38
-499.4| 1,040.8| 1,540.2| 2,092.5| 756.4| 497.2| 259.2|1,336.0{10,946.5||11,460.2|/11,017.6 47 5.2
-613.2| 1,178.1| 1,791.4| 2,226.2| 825.9| 551.2| 274.7|1,400.3]|11,655.1|[12,325.7|/11,758.7 6.9 7.6
-716.7| 1,303.1| 2,019.9| 2,372.8| 878.3| 589.3| 289.0|1,494.4|12,434.6||13,172.5|/12,487.7 6.3 6.9
-499.3| 1,012.4| 1511.7| 2,050.3] 7259| 467.4| 258.5|1,324.4/(10,682.6|/11,204.8|/10,744.9 4.4 5.1
-501.3| 1,010.8| 1,512.1| 2,087.7| 762.2| 506.9| 255.3|1,325.5//10,835.4|[11,333.1]10,888.4 438 4.7
-495.2| 1,040.7| 1,5359| 2,108.2| 764.8 501.5| 263.3|1,343.3||11,074.3|[11,581.3|/11,139.8 9.7 9.1
-501.8| 1,099.1| 1,600.9| 2,123.7| 772.8] 513.1| 259.7|1,350.9((11,193.6{[11,721.3||11,297.3 49 49
-543.4| 1,135.1| 1,6785| 2,174.4] 808.2| 537.7| 270.5/1,366.3](11,392.9({11,974.4|11,501.5 1.8 8.9
-606.2| 1,166.3| 1,772.5| 2,215.1| 823.8] 548.1| 275.7|1,391.4][11,569.9([12,255.4]|11,689.7 19 9.7
-630.7| 1,185.3| 1,815.9| 2,247.3| 838.4| 564.1| 274.3|1,409.0(11,744.6|{12,430.1|11,845.3 53 5.8
—672.7| 1,225.8| 18985 2,268.0 833.2| 555.1| 278.1|1,434.8][11,913.0{{12,643.0/|11,998.5 59 7.0
-676.2| 1,254.0/ 1,930.2| 2,316.2| 862.9| 576.8| 286.0|1,453.3]/12,113.8|/12,849.4//12,207.5 7.0 6.7
-686.4| 1,293.8| 1,980.2| 2,348.9| 868.4| 584.3| 284.1|1,480.5(12,353.7||13,032.6//12,374.6 5.8 58
—-728.8| 13124 2,0412| 2,402.4] 8958 605.0 290.7|1,506.6(12,588.8|13,302.3|/12,625.7 1.6 8.5
—775.4| 13524 2,127.8| 2,423.6] 886.2| 590.9| 295.3|1,537.4|/12,681.9||13,505.9//12,743.0 5.1 6.3
-765.2| 1,405.4| 2,170.6| 2,479.6] 921.7| 613.5| 308.2|1,557.9(/12,961.2|/13,773.6|/13,037.4 9.0 8.2
-781.8| 1,448.1| 2,229.8| 2,513.9] 919.7| 616.5] 303.2|1,594.2|/13,135.1{{13,979.1||13,220.1 59 6.1
-801.7| 1,488.3| 2,290.1| 2,542.1| 927.2| 618.1| 309.0|1,614.9|13,258.4|[14,124.3|/13,339.2 3.8 4.2

1Gross domestic product (GDP) less exports of goods and services plus imports of goods and services.
2GDP plus net income receipts from rest of the world.

Source: Department of Commerce, Bureau of Economic Analysis.
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TABLE B—2.—Real gross domestic product, 1959-2006
[Billions of chained (2000) dollars, except as noted; quarterly data at seasonally adjusted annual rates]

Personal consumption expenditures Gross private domestic investment
Fixed investment
Year or Gross Nonresidential Chziar?ge
uarter domestic Durable | Nom- : - ri-
q product | Total durable | Services | Total Equip- . P
goods Resi vate
goods Total _ ment H el
Total Struc and dential | inven
tures soft- tories
ware
266.7
266.6
264.9
298.4
3185
3447
3931
421.7
408.1
4319
457.1
427.1
475.7
532.1
594.4
550.6
453.1
5447
627.0
702.6
725.0
645.3
704.9
606.0
662.5
857.7
849.7
843.9
870.0
890.5
926.2
1,484.0| 2,851.7] 8951 886.6| 595.1 275.2|  355.0 154
1,480.5| 2,900.0| 8222 829.1 563.2| 2446| 3459 -5
1,510.1| 3,0008| 889.0| 878.3| 581.3| 2299| 3711 16.5
1,550.4 | 3,085.7 68.3| 9535| 631.9| 2283| 4174 20.6
1,603.9| 3,176.6| 10996 1,042.3| 689.9| 2323| 467.2 63.6
1,638.6 | 3,259.9| 1134.0| 1109.6| 7625| 2471 523.1 29.9
1,680.4| 3356.0| 12343| 1209.2| 8336| 2611 578.7 28.7
1,7253| 3,468.0| 1387.7| 13206 9342| 280.1 658.3 712
1,7944| 3615.0| 1524.1| 14550\ 1,037.8| 2945| 7456 726
1,876.6| 3,758.0| 1642.6| 1576.3| 11333 293.2| 840.2 68.9
1,947.2| 3,9288| 1,7355| 1679.0| 1,232.1 3132 9189 56.5
1,986.7| 4,023.2| 15984| 1629.4| 1,180.5| 306.1 874.2 =317
2,037.11 41004 | 1557.1| 15446| 1,071.5| 253.8| 8202 12.5
2,103.0| 4,178.8| 1613.1| 1596.9| 1,081.8| 2435| 8431 14.3
2,179.21 4323.9| 1,770.6| 1,713.9| 1,1458| 248.7| 9042 53.4
2,276.8| 4,436.6| 1866.3| 1842.0| 1,223.8| 251.5| 9849 19.6
2,072.5| 4143.3| 1561.8| 1536.3| 10475 2382| 8133 243
2,084.21 4161.3| 1574.4| 15756| 10745| 2465 8317 =2.7
2,123.0| 4190.7| 1639.7| 1626.7| 1,098.8| 246.0| 857.8 10.5
2,132.5] 4220.2| 1,676.5| 16489| 11065 2431 869.5 25.0
,067. 2,1553| 4268.2| 1696.4| 16580| 1,111.2| 2450| 872.0 359
. . 2,164.3 | 4,308.4| 1,781.9| 17044 1130.7| 249.1 887.6 74.7
10,753.3| 7, 1,093.9| 2,184.0| 43415| 1,790.8| 1,736.1| 1,158.8| 25101 915.1 50.8
10,822.9| 7,687.1| 1,1103| 2213.1| 4377.4| 1,813.4| 1,757.1| 1,182.3| 249.7| 9420 52.0
10913.8| 7,739.4| 11168| 22415| 43953 | 1,849.6| 1,790.6| 1199.7| 253.01 956.5 55.2
11,001.8| 7,819.8| 1,150.8| 2,268.4| 44200 1832.6| 18358| 12148| 251.7| 9748 -14
1111511 7,8953| 1,1759| 2.287.6| 4,4545| 18559 1864.2| 12324| 247.1| 1,000.6 -12.7
11,163.8| 7,910.2| 1,137.9| 23096| 4476.7| 1,927.0| 1877.3| 12482| 254.2| 1,007.6 43.5
11,316.4| 8,003.8| 1,190.5| 2,342.8| 4,4945| 1,963.6| 1914.6| 12888| 259.6| 1,044.8 41.2
11,388.1| 8,055.0| 1,190.3| 2,351.1| 4,5354| 1,968.5| 1,906.8| 1302.8| 271.9| 1,041.2 53.7
11,4435 8, 1,208.8| 2,360.1| 4,566.6| 1964.8| 1,901.3| 13342 282.0| 1,060.7 55.4

See next page for continuation of table.
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TABLE B—2.—Real gross domestic product, 1959-2006—Continued
[Billions of chained (2000) dollars, except as noted; quarterly data at seasonally adjusted annual rates]

Net exports of goods Government consumption expenditures Percent change
and services and gross investment il 6 Adden- from prgcgdmg
ina ross ! perio
Federal sales of || domes- ((;j:]orzé
domes- tic b

State : national
tic pur- rod-

product || chases? || Pr3%

Year or
quarter Net

exports

Gross | Gross
domes- | domes-
tic tic
prod- pur-

uct |chases!

Total Nation-
Total de- de- local

Exports | Imports
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1 Gross domestic product (GDP) less exports of goods and services plus imports of goods and services.
2GDP plus net income receipts from rest of the world.

11,3427
11,408.5
11,458.5
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Source: Department of Commerce, Bureau of Economic Analysis.
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TABLE B—3.—Quantity and price indexes for gross domestic product, and percent changes, 1959-2006
[Quarterly data are seasonally adjusted]

Gross domestic product (GDP)
Index numbers, 2000=100 Percent change from preceding period !
Year or quarter Real GOP |  GDP GDP op | Real GOP |  GDP GDP
(chain-type | chain-type implicit (current (chain-type | chain-type implicit
quantity price price dollars) quantity price price
index) index deflator index) index deflator

1959 24.868 20.754 20.751 8.4 7.1 12 12
1960 25.484 21.044 21.041 3.9 2.5 14 14
1961 26.077 21.281 21.278 3.5 2.3 1.1 11
1962 27.658 21.572 21.569 15 6.1 14 14
1963 28.868 21.801 21.798 5.5 44 1.1 1.1
1964 30.545 22.134 22.131 74 5.8 15 15
1965 32.506 22.538 22.535 8.4 6.4 1.8 1.8
1966 34.625 23.180 23.176 9.5 6.5 2.8 2.8
1967 35.496 23.897 23.893 5.7 2.5 3.1 3.1
1968 37.208 24916 24913 9.3 48 43 43
1969 38.356 26.153 26.149 8.2 3.1 5.0 5.0
1970 38.422 27.538 27.534 5.5 2 53 5.3
1971 39.713 28916 28911 8.5 34 5.0 5.0
1972 41815 30.171 30.166 9.9 5.3 43 43
1973 44.224 31.854 31.849 11.7 5.8 5.6 5.6
1974 44.001 34.721 34.725 8.5 -5 9.0 9.0
1975 43.916 38.007 38.002 9.2 -2 9.5 9.4
1976 46.256 40.202 40.196 114 5.3 5.8 5.8
1977 48.391 42.758 42.752 11.3 4.6 6.4 6.4
1978 51.085 45.762 45757 13.0 56 7.0 1.0
1979 52.699 49.553 49.548 11.7 3.2 83 83
1980 52.579 54.062 54.043 8.8 -2 9.1 9.1
1981 53.904 59.128 59.119 1222 2.5 9.4 9.4
1982 52.860 62.738 62.726 4.0 -19 6.1 6.1
1983 55.249 65.214 65.207 8.7 45 3.9 4.0
1984 59.220 67.664 67.655 112 7.2 3.8 3.8
1985 61.666 69.724 69.713 7.3 4.1 3.0 3.0
1986 63.804 71.269 71.250 5.7 35 2.2 2.2
1987 65.958 73.204 73.196 6.2 34 2.7 2.7
1988 68.684 75.706 75.694 1.1 4.1 34 3.4
1989 71.116 78.569 78.556 7.5 35 3.8 3.8
1990 72.451 81.614 81.590 5.8 1.9 3.9 3.9
1991 72.329 84.457 84.444 3.3 -2 3.5 3.5
1992 74.734 86.402 86.385 5.7 3.3 2.3 2.3
1993 76.731 88.390 88.381 5.0 2.7 2.3 2.3
1994 79.816 90.265 90.259 6.2 4.0 2.1 2.1
1995 81.814 92.115 92.106 46 2.5 2.0 2.0
1996 84.842 93.859 93.852 5.7 3.7 1.9 1.9
1997 88.658 95.415 95.414 6.2 45 1.7 1.7
1998 92.359 96.475 96.472 5.3 42 1.1 11
1999 96.469 97.868 97.868 6.0 45 14 14
2000 100.000 100.000 100.000 5.9 3.7 22 22
2001 100.751 102.402 102.399 32 8 24 24
2002 102.362 104.193 104.187 34 1.6 1.7 1.7
2003 104.931 106.409 106.404 47 2.5 2.1 2.1
2004 109.031 109.429 109.426 6.9 39 2.8 2.8
2005 112.546 112.744 112.737 6.3 3.2 3.0 3.0
2003:1 103.148 105.742 105.724 44 1.2 3.1 3.2

I 104.031 106.076 106.062 48 35 13 13

I 105.926 106.616 106.611 9.7 7.5 2.1 2.1

v 106.621 107.204 107.190 49 2.7 2.2 2.2
2004:1 107.633 108.190 108.183 7.8 39 3.7 3.8

I 108.705 109.172 109.162 79 4.0 3.7 3.7

I 109.538 109.744 109.728 5.3 3.1 2.1 2.1

v 110.247 110.610 110.601 5.9 26 3.2 3.2
2005:1 111.173 111.558 111.539 7.0 34 35 34

Il 112.069 112.229 112.219 5.8 3.3 24 25

1l 113.223 113.139 113.121 16 42 33 33

I\ 113.719 114.048 114.034 5.1 1.8 33 33
2006: | 115.274 114.967 114.951 9.0 5.6 3.3 33

I 116.004 115.905 115.887 5.9 2.6 3.3 3.3

I 116.569 116.446 116.420 3.8 2.0 19 19

1 Quarterly percent changes are at annual rates.
Source: Department of Commerce, Bureau of Economic Analysis.
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TABLE B—4.—Percent changes in real gross domestic product, 1959-2006

[Percent change from preceding period; quarterly data at seasonally adjusted annual rates]

Gross
domes-
tic
product
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Source: Department of Commerce, Bureau of Economic Analysis.
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TABLE B—5.—Contributions to percent change in real gross domestic product, 1959-2006
[Percentage points, except as noted; quarterly data at seasonally adjusted annual rates]

Personal consumption expenditures

Gross private domestic investment

dGross Fixed investment
omes-
Year or t&c , \ Nonresidential Chziar?ge
produc on- !
Quarter (per- | Total | PUrabe | qurable | 1% | Total Equip- | pogi. | O
cent g goods Total Struc. | ment | goeer | et
change) Total | %res | and tories
soft-
ware
71 3.55 0.97 1.25 1.33 2.80 1.94 0.73 0.09 0.64 121 0.86
2.5 1.73 17 A4 1.12 .00 13 .52 28 24 -39 -13
2.3 1.30 =31 .53 1.08 =10 -.04 -.06 .05 =11 01 -.05
6.1 3.11 .89 .90 1.31 1.81 1.24 18 .16 .61 46 57
44 2.56 g7 .59 1.20 1.00 1.08 .50 .04 46 .58 -.08
5.8 371 7 1.33 1.61 1.25 1.37 1.07 .36 J1 .30 -13
6.4 391 1.07 1.43 1.42 2.16 1.50 1.65 57 1.07 -15 .66
6.5 3.50 73 1.46 1.31 1.44 .87 1.29 27 1.02 -A43 .58
2.5 181 13 A2 1.26 -.76 -28 -15 -10 -05 -13 -49
48 3.50 93 1.19 1.38 .90 1.00 46 .06 A1 53 -10
3.1 221 31 .69 1.28 .90 .90 78 .20 .58 13 .00
2 1.42 -.28 61 1.08| -1.04 -31 -.06 .01 -.07 -.26 -73
34 2.38 81 A7 1.09 1.67 1.10 .00 -.06 .07 1.10 58
53 3.80 1.07 111 1.61 1.87 1.81 .92 12 81 .89 .06
5.8 3.05 90 .82 1.33 1.96 1.46 1.50 31 1.19 -.04 50
-5 -47 -.61 -51 65| -130| -1.04 .09 -09 18] -1.13 =21
-2 1.42 .00 37 105 -298| -171| -1.14 -43 =70 =57 -127
53 3.48 1.04 1.24 1.19 2.84 1.42 52 .09 43 90 141
4.6 2.68 .80 .60 1.27 243 2.18 1.19 .15 1.04 .99 .25
5.6 2.76 A7 91 1.38 2.16 2.04 1.69 54 1.15 .35 12
3.2 1.52 -.03 65 90 .61 1.02 1.23 52 71 =21 -41
-2 =17 -.65 -.04 b2 =212 -121 -.04 27 =30 -1.17 -91
2.5 90 .09 29 5l 1.59 .39 74 40 .34 -35 1.20
-19 87 .00 23 65| -255| -1.22 =51 -09 -A42 =71 -1.34
45 3.65 1.07 .80 1.79 1.45 117 -.16 -.57 A1 1.33 29
1.2 3.44 1.15 93 1.36 4.63 2.68 2.05 .60 1.44 .64 1.95
41 331 .83 .61 1.87 =17 .89 .82 .32 .50 07| -1.06
35 2.62 .83 18 1.01 -12 .20 -.36 -.50 .15 .55 -32
34 217 .16 .52 1.50 5l .09 -01 =11 .10 .10 42
41 2.66 .53 70 1.43 .39 .52 .57 .02 .55 -05 =14
35 1.86 .19 .59 1.07 .64 A7 61 .07 .54 -14 17
19 1.34 -.02 33 1.03 -.53 -32 .05 .05 .00 =37 =21
-2 A1 -A46 -.05 62| -1.20 -.94 =57 -39 -18 =37 -26
3.3 2.18 A4 A3 1.31 1.07 79 .32 -18 .50 47 29
2.7 2.23 59 .56 1.09 1.21 1.14 .83 -.02 .85 3l 07
40 2.52 .66 71 1.14 1.93 1.30 91 .05 .87 .39 .63
2.5 1.81 .36 A4 1.01 A8 .94 1.08 17 91 -14 -A46
3.7 2.31 .64 5l 1.15 1.35 1.34 1.01 16 .85 33 .02
45 2.54 70 53 1.31 1.95 1.42 1.33 21 1.12 .08 .54
42 3.36 93 78 1.66 1.63 1.60 1.28 16 1.12 .32 .03
45 3.44 99 .89 1.56 1.33 1.36 1.09 -01 111 27 -.03
3.7 3.17 63 74 1.80 99 1.09 1.06 21 .85 .03 -10
8 1.74 37 40 971 -139 -50 -52 -.07 -44 .02 -.88
16 1.90 61 50 79 -41 -84 -1.06 -55 -51 22 43
2.5 1.94 50 .64 .80 54 51 .10 =11 21 41 .04
39 2.71 54 73 1.45 1.49 1.11 58 .06 52 53 .38
3.2 244 A5 90 1.09 .87 1.17 .67 .03 .64 .50 -30
12 141 .03 .75 .63 -.16 -.04 =24 -18 -.06 20 -12
35 2.53 1.35 A5 73 5l 1.52 1.01 .35 .66 Sl -1.01
15 413 1.39 1.53 1.21 2.56 2.00 .92 -.02 .95 1.08 .56
2.7 1.59 .06 .36 1.18 1.39 .83 .29 =12 A1 .55 .56
39 3.30 5l .86 1.92 74 .34 18 .08 .10 .16 40
40 2.07 14 34 1.59 3.17 1.72 .69 17 .52 1.03 1.44
3.1 2.74 g1 74 1.30 .32 1.16 .97 .08 .90 18 -84
2.6 2.97 .50 1.07 1.39 .82 a7 81 -.05 .86 -.04 .05
34 1.94 20 1.04 .70 1.32 1.22 .59 14 A5 .63 .09
3.3 2.94 1.02 98 94 -61 1.62 51 -.06 .56 111 -2.23
4.2 2.76 74 70 1.32 .84 1.02 .59 =20 78 43 -18
1.8 53] -1.08 79 .83 2.51 A6 .52 31 21 -.06 2.05
5.6 3.38 1.50 1.20 .67 131 1.34 1.36 25 111 -.02 -.03
2.6 181 -01 .30 1.52 17 =27 A5 .56 -10 =72 44
2.0 1.96 .50 .32 1.14 -13 -19 1.01 46 55| -1.20 .06
See next page for continuation of table.
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TABLE B—5.—Contributions to percent change in real gross domestic product, 1959-2006—Continued
[Percentage points, except as noted; quarterly data at seasonally adjusted annual rates]

Net exports of
goods and services

Government consumption expenditures
and gross investment

Year or Exports Imports Federal
quarter Net Total N Staae
ota a- an
exPOrtS | rotal | Goods | SEMV" | Total | Goods | SETV- Total | tional | NOM~ | jocal
ices ices defense | defense

0.00( 045| -0.02| 048| -045| -048| 003 076 042 -023| 065 034
12 .78 .76 021 -.06 05 =11 03] =35 -17| ~-18 39
.06 .03 .02 .01 .03 .00 02 1.07 51 45 .06 .56
=21 .25 17 08| -47| -40| -07| 136/ 107 63 44 29
24 .35 .29 06 =12 =12 .00 .58 01 =25 .26 57
.36 .59 .52 07 =23| -19| -04 49| =171 -40 23 65
-30 .15 .02 A3 -45| -41) -04 65 00 =19 19 .66
-29 .36 21 09| -65| -49| -16| 187 124 121 .03 63
-22 12 .02 d0f =34 -17| -16| 1.68| 117 1.19| -02 51
-30 41 .30 100 -70| -.68| -.03 73 .10 . -.06 63
-.04 .25 .20 05| -=29| -20| -09| -06| -42| ~-49 .06 37
.34 .56 A4 12 =22 -15 -.07 -.55 -.86 -.83 -.03 31
-19 .10 -.02 A1 =29 -33 .04 -.50 -85 -97 12 .36
=21 A2 A3 -.01 -.63 =57 -.06 -.16 -42 -.61 18 .26
.82 1.12 1.01 A1 =29 -.34 .05 -.08 -41 -39 -.02 .33
75 .58 A6 12 18 17 .00 52 .08 -05 13 44
.89 -.05 -.16 .10 .94 .87 .07 43 .03 -.06 .09 45
-1.08 37 31 05 -145] -1.35 -.10 10 .00 -.02 .03 .09
=12 .20 .08 A1 -92 -84 -.07 23 .19 07 12 .04
.05 .82 .68 15 -8 -.67 =11 60 22 05 .16 .38
.66 .82 7 .06 -.16 -.14 -.02 37 .20 17 .03 17
1.68 97 .86 11 71 67 .04 38 39 25 14] =01
-15 120 =09 21 =27 -18| -09 19 42 38 04 =23
-60| -73| -67 .06 12 20]  -.08 35 35 48| -13 01
-135| -22| -19 03| -113| -1.00| -13 71 63 50 13 13
-1.58 .63 46 A7) =221 -1.83| -39 70 30 35| =05 40
-42 23 .20 02| -65| -52| -13 141 74 60 14 67
-30 .54 .26 28| -84 -82| -02 127 .55 47 .08 71
17 .78 .56 211 -61| -39 -22 52 .36 35 01 17
82| 124| 1.04 200 -42| -36| -07 271 =15 -03| -12 42
52 .99 .75 24| -47| -38| -10 52 14 =03 17 39
A3 81 .56 26| -39| -26| -13 64 18 00 18 46
69 .63 46 .16 .06 .01 .05 23| =02 =07 .06 24
-.04 .68 .52 A6 =72 =71 .05 11y =15 =32 17 .26
-59 .32 .23 09| -91| -8| -06| -18| =35 =33 -02 17
-43 .85 .67 18| -129| -1.18| -1l 00| -=30| =27 -03 30
11 1.04 .85 191 =93] -87| -06 100 =20 -19| -0l 30
-14 91 .68 22| -1.05| =94 -1l 18 -08 -07| =02 26
=34 130| 111 19| -164| -145| -19 34 -07| -13 .06 41
-1.16 .21 .18 09| -143| -1.20 -23 34 -07| -09 .02 41
-99 A7 .29 18| -146| -131| =15 67 14 08 .06 54
-.86 93 .84 09 -179] -1.55 =25 36 .05 -.02 .07 31
=20 -.60 -A48 =12 40 .39 .01 60 23 15 .08 37
-.69 =23 =28 .06 -46 -41 -.05 80 43 29 14 37
-A44 12 12 .00 -.56 -.56 .00 47 44 37 .08 .02
-.65 .88 .60 28| -153] -1.29 =24 36 .30 27 .03 .06
-.26 .68 .52 .16 -.94 -.87 -.07 17 A1 08 .03 .06
21 -53 131 -65 74 A1 21 =26 01 =20 21 =27
-73| -16| -.08 08| -57| =97 40| 116 126| 141 -16| -10
51 1.02 .55 AT\ =51 -07| -44 2 03] =25 28 26
-47| 181 1.20 61| -229| -1.86| -43 14 21 3| =14 =07
=73 .69 A7 22| -142| -117| =25 55 49 41 .09 .06
-1.62 .60 43 17| -222| -2.03| -18 43 18 09 .08 25
=20 46 551 -09| -66] -59| -.08 24 34 41 -07| =10
-81 .96 42 54| -177| -1.55| =22 =37 -38| ~-45 .08 01
-.16 A7 .38 .09 -.63 -.64 .01 31 23 21 .03 .08
2 .94 .88 .06 =22 -.26 .04 21 .03 13 =11 .18
-.06 33 27 .06 -39 -.36 -.03 64 .66 52 14 -01
-1.07 .97 .80 A7 -2.04| -1.84 =20 =21 -33 -A49 .16 13
-04| 141 1.20 21| -146| -127| -19 94 61 41 20 33
A2 .66 45 211 -24 01 =25 6 -32| -09| -23 48
-19 73 g1 03| -93| -1.00 .07 32 09| -06 15 23

Source: Department of Commerce, Bureau of Economic Analysis.
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TABLE B—6.—Chain-type quantity indexes for gross domestic product, 1959-2006
[Index numbers, 2000=100; quarterly data seasonally adjusted]

Personal consumption expenditures

Gross private domestic investment

Fixed investment

Year or d%rm”g: " Nonresidential
! on-
quarter pr(}élcuct Total Dgugrgg;e durable | Services | Total EquiD- | psic
goods Total _ ment H
Total Struc and dential
tures soft-
ware

24.868 | 23.067 | 10.822 | 33.491| 20.794 | 15367 | 15736 | 10.760 | 36.530 6.065 | 37.820
25.484 | 23702 11.041 | 33994 | 21.720 15.362 15.870 11.371 | 39433 6.322 | 35.129
26.077 | 24.191 10.622 | 34.621 22.626 15.261 15.820 11.299 | 39.966 6.200 | 35.227
27.658 | 25.389 11.865 | 35710 | 23.747 17.197 17.248 12.284 | 41.775 6.917 | 38.604
28.868 | 26436 | 13.017| 36463 | 24830 | 18351 | 18584 | 12966 | 42.239 7.500 | 43.154
30.545 | 28.020 14222 | 38248 | 26.345 19.863 | 20.378 14504 | 46.626 8.457 | 45.662
32506 | 29.791 16.025 | 40277 | 27.749 | 22.650 | 22.459 17.031 | 54.058 | 10.007 | 44.329
34625 | 31.484 17.377 | 42487 | 29.129 | 24.644 | 23.745 19.160 | 57.751 11.609 | 40.362
35496 | 32422 | 17.648 | 43.157 | 30.552 | 23.517| 23306 | 18.900 | 56.284 | 11.532| 39.092
37.208 | 34.284 19.594 | 45126 | 32.148 | 24.887 | 24.935 19.746 | 57.102 | 12.250 | 44.421
38.356 | 35.558 | 20.289 | 46.326 | 33.691 | 26.338 | 26.486 | 21.246 | 60.189 | 13.334| 45.733
38.422 | 36.381 | 19.631| 47.436| 35038 | 24.608 | 25931 | 21.134| 60.364 | 13201 | 42.998
39.713 | 37.770 | 21593 | 48294 | 36.400 | 27.413| 27.894 | 21.135| 59.370 | 13.332| 54.789
41.815| 40.082 | 24.336| 50422 | 38469 | 30.658 | 31.246 | 23.072| 61.201 | 15.052 | 64.526
44.224 | 42.048 | 26.849 | 52.068 | 40.274 | 34.249 | 34.101 | 26.429 | 66.200 | 17.812| 64.112
44.001 | 41.729 | 25001 | 51.020 | 41216 31.729| 31971 | 26.653 | 64.785| 18.268 | 50.877
43916 | 42.683 | 24996 | 5L.771| 42743 | 26.111| 28541 | 24.022 | 57.984 | 16.529 | 44.271
46.256 | 45.041 | 28.187 | 54.301 | 44.475| 31.387 | 31.356 | 25200 | 59.390 | 17.562 | 54.698
48.391 | 46.950 | 30.809 | 55.609 | 46.392 | 36.130 | 35.863 | 28.045| 61.841 | 20.208 | 66.440
51.085 | 49.012 | 32.435| 57.687 | 48.558 | 40.486 | 40.205 | 32243 | 70.769 | 23.284 | 70.623
52.699 | 50.204 | 32.325| 59.226 | 50.044 | 41776 | 42.473 | 35489 | 79.731| 25318 | 68.032
52.579 | 50.065 | 29.788 | 59.137 | 50.921 | 37.182 | 39.708 | 35.383 | 84.350 | 24.407 | 53.636
53.904 | 50779 | 30.149 | 59.839 | 51.773 | 40.615| 40.591 | 37.398 | 91.074 | 25445 | 49336
52.860 | 51.493 | 30.128 | 60.409 | 52.865| 34918 | 37.737 | 35981 | 89528 | 24.122 | 40378
55.249 | 54436 | 34.535| 62417 | 55760 | 38.172 | 40491 | 35518 | 79.865| 25420 | 57.093
59.220 | 57.325| 39.577 | 64.898 | 58.026 | 49.420 | 47331 | 41.783 | 91.016| 30.462 | 65.566
61.666 | 60.303 | 43.577 | 66.665| 61.303 | 48.963 | 49.823 | 44561 | 97.502 | 32.397 | 66.604
63.804 | 62749 | 47.785| 69.060 | 63.111 | 48.629 | 50403 | 43.287 | 86.817 | 33.011 74.776
65.958 | 64.840 | 48616 | 70.715| 65843 | 50.130 | 50.682 | 43.259 | 84.340 | 33.463 | 76.269
68.684 | 67.468 | 51549 | 73.016 | 68506 | 51.309 | 52.352 | 45520 | 84.885| 35987 | 75.496
71.116 | 69.369 | 52.686 | 75.044 | 70.555| 53.369 | 53.928 | 48.063 | 86.583 | 38.624 | 73.204
72451 | 70.782 | 52532 | 76209 | 72.583| 51.574 | 52.803 | 48302 | 87.867 | 38.636 | 66.887
72.329 | 70903 | 49.564 | 76.033 | 73.812| 47378 | 49.379| 45712 | 78.091| 37.643 | 60.460
74.734 | 73224 | 52470 | 77553 | 76379 | 51.223 | 52312 | 47.179| 73423 | 40.387 | 68.825
76.731 | 75672 | 56.577 | 79.619 | 78540 | 55.795| 56.788 | 51.287 | 72.891 | 45428 | 74.446
79.816 | 78504 | 61.321 | 82.369 | 80.854 | 63.358 | 62.079 | 55.999 | 74.180 | 50.846 | 81.621
81.814 | 80.623 | 64.011 | 84.152 | 82973 | 65340 | 66.090 | 61.885 | 78.903 | 56.930 | 79.005
84.842 | 83.382 | 69.025| 86.300 | 85420 | 71.123| 72.018 | 67.661 | 83.354 | 62.981 | 85.331
88.658 | 86.533 | 74.935| 88.605| 88270 | 79.961| 78.657 | 75820 | 89.432| 71.641| 86.947
92.359 | 90.896 | 83.432| 92.154 | 92011 | 87.821| 86.657 | 84.232 | 94.019 | 81.137| 93.597
96.469 | 95.537 | 93.192 | 96.374 | 95.652 | 94.647 | 93.884 | 91.980 | 93.619 | 91.437 | 99.254
100.000 | 100.000 | 100.000 | 100.000 | 100.000 | 100.000 | 100.000 | 100.000 | 100.000 | 100.000 | 100.000
100.751 | 102.537 | 104.327 | 102.027 | 102.403 | 92.103 | 97.047 | 95.817 | 97.737 | 95.136 | 100.357
102.362 | 105.340 | 111.752 | 104.614 | 104.366 | 89.724 | 91.997 | 86.969 | 81.029 | 89.265 | 105.149
104.931 | 108.249 | 118.214 | 108.002 | 106.363 | 92.949 | 95.110 | 87.804 | 77.735| 91.747 | 113.977
109.031 | 112.430 | 125.753 | 111.913 | 110.055 | 102.026 | 102.080 | 92.995 | 79.418 | 98.400 | 125.281
112.546 | 116.349 | 132.666 | 116.924 | 112.925 | 107.537 | 109.708 | 99.326 | 80.302 | 107.180 | 136.050
103.148 | 106.611 | 112.521 | 106.435 | 105.458 | 89.993 | 91.502 | 85.023 | 76.061 | 88.514 | 108.329
104.031 | 107.566 | 116.971 | 107.033 | 105917 | 90.718 | 93.842 | 87.208 | 78.719 | 90.506 | 111.060
105.926 | 109.103 | 121.579 | 109.027 | 106.664 | 94.483 | 96.889 | 89.179 | 78.552 | 93.348 | 116.766
106.621 | 109.718 | 121.783 | 109.513 | 107.415| 96.604 | 98.206 | 89.806 | 77.607 | 94.622 | 119.753
107.633 | 110.987 | 123.590 | 110.685 | 108.637 | 97.750 | 98.751 | 90.192 | 78.238 | 94.900 | 120.656
108.705 | 111.796 | 124.106 | 111.148 | 109.662 | 102.675 | 101.515 | 91.773 | 79.548 | 96.590 | 126.221
109.538 | 112.875 | 126.712 | 112.160 | 110.503 | 103.187 | 103.401 | 94.056 | 80.148 | 99.591 | 127.224
110.247 | 114.062 | 128.603 | 113.657 | 111.418 | 104.490 | 104.655 | 95.960 | 79.737 | 102.519 | 127.022
111.173 | 114.838 | 129.358 | 115.114 | 111.874 | 106.579 | 106.650 | 97.370 | 80.773 | 104.092 | 130.406
112.069 | 116.031 | 133.299 | 116.496 | 112.501 | 105.595 | 109.339 | 98.601 | 80.356 | 106.087 | 136.476
113.223 | 117.152 | 136.207 | 117.481 | 113.379 | 106.938 | 111.032 | 100.025 | 78.903 | 108.889 | 138.821
113.719 | 117.373 | 131.799 | 118.608 | 113.945 | 111.034 | 111.811 | 101.308 | 81.174 | 109.653 | 138.495
115274 | 118.761 | 137.893 | 120.313 | 114.398 | 113.143 | 114.033 | 104.606 | 82.893 | 113.704 | 138.391
116.004 | 119.521 | 137.868 | 120.742 | 115.440 | 113.429 | 113.570 | 105.738 | 86.819 | 113.313 | 134.368
116.569 | 120.355 | 140.019 | 121.204 | 116.234 | 113.215 | 113.240 | 108.292 | 90.044 | 115.434 | 127.601

See next page for continuation of table.
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TABLE B—6.—Chain-type quantity indexes for gross domestic product, 1959-2006—Continued
[Index numbers, 2000=100; quarterly data seasonally adjusted]

Exports of goods and

services

Imports of goods and

services

Government consumption expenditures

and gross investment

Year or
quarter Total Good Servi Total Good: Servi Total el Sta}je
ota 00ds ervices ota oods | Services ota - an
National | Non-
Total | defense | defense | °°%

7.043 6.198 9.641 6.908 5403 | 15462 | 41.489 | 68.666 | 89.447 | 33.305| 26.999
8.266 7.651 9.797 7.000 5314 | 16.669 | 41.553 | 66.779 | 87.977| 30.672| 28.182
8.309 7.689 9.857 6.953 5307 | 16.385 | 43.639 | 69.564 | 91.851 | 31599 | 29.918
8.729 8.031 10.535 1.742 6.092 | 17.150 | 46.329 | 75492 | 97412 | 38.144 | 30.839
9.353 8.662 | 11.070 7.951 6.339 | 17.137 | 47.522 | 75540 | 95.085| 42217 | 32.696
10.454 9.849 | 11.733 8.374 6.757 | 17.579 | 48563 | 74.530 | 91.304 | 45.880 | 34.913
10.747 9.901 | 12.926 9.265 7.714 | 18096 | 50.028 | 74.508 | 89.403 | 48.995 | 37.252
11492 | 10589 | 13.814 | 10.642 8.930 | 20.395 | 54.430 | 82.737 | 102.205 | 49.501 | 39.590
11.757 | 10.638 | 14.905| 11.417 9.400 | 22.887 | 58.604 | 90.960 | 115.571 | 49.059 | 41.589
12.681 11.481 16.049 | 13.118 | 11.342 | 23.298 | 60.436 | 91.681 | 117.416 | 47912 | 44.048
13294 | 12.082 | 16.646 | 13.866 | 11.963 | 24.767 | 60.290 | 88.525| 111.604 | 49.186 | 45.534
14.723 | 13.460 | 18.128 | 14.457 | 12.432 | 26.059 | 58.833 | 81.997 | 101.477 | 48.674 | 46.797
14.973 | 13.408 | 19.527 | 15229 | 13.474| 25317 | 57.553 | 75.686 | 89.980 | 50.961 | 48.232
16.096 | 14.849 | 19.404 | 16943 | 15307 | 26.390 | 57.128 | 72.574 | 82.921 | 54.551 | 49.291
19.131 | 18259 | 20.775| 17.729 | 16.388 | 25.500 | 56.926 | 69.519 | 78322 | 54.213 | 50.694
20.643 | 19.709 | 22.396 | 17.327 | 15932 | 25472 | 58360 | 70.134 | 77.714| 57.023 | 52.603
20512 | 19.252 | 23.773 | 15402 | 13.924 | 24.367 | 59.675 | 70.360 | 76.977 | 58965 | 54.536
21.408 | 20.165 | 24.476 | 18413 | 17.073 | 26.049 | 59.940 | 70.388 | 76.706 | 59.523 | 54.937
21.923 | 20429 | 26.055| 20.426 | 19.153 | 27.347 | 60.598 | 71.880 | 77.597 | 62.089 | 55.137
24234 | 22712 | 28234 | 22196 | 20.871 | 29.297 | 62.383 | 73.681 | 78.259 | 65947 | 56.938
26.637 | 25396 | 29.103 | 22.565 | 21.229 | 29.700 | 63.549 | 75.465 | 80.648 | 66.640 | 57.775
29.506 | 28.422 | 30919 | 21.066 | 19.653 | 29.037 | 64.790 | 79.043 | 84.160 | 70.373| 57.736
29.868 | 28.114 | 34211 | 21.620 | 20.058 | 30.711| 65381 | 82.818 | 89.486 | 71.310| 56.577
27.586 | 25573 | 33.263| 21.348 | 19.554 | 32346 | 66.530 | 86.018 | 96.244 | 67.888 | 56.607
26.875 | 24.838 | 32710 | 24.041 | 22210 | 34.958 | 68.964 | 91.726 | 103.158 | 71.398 | 57.268
29.068 | 26.801 | 35.627 | 29.893 | 27.584 | 43724 | 71.273 | 94.550 | 108.186 | 70.035| 59.322
29.951 | 27.790 | 36.051 | 31.833 | 29.310 | 47.050 | 76.240 | 101.957 | 117.355 | 74.169 | 63.003
32259 | 29217 | 41325| 34561 | 32314 | 47.638 | 80.885 | 107.754 | 124.871 | 76.764 | 67.064
35742 | 32456 | 45502 | 36.602 | 33.812| 53.205| 82.873 | 111.674 | 130.779 | 76.984 | 68.041
41469 | 38572 | 49616 | 38.039 | 35181 | 55.010| 83.940 | 109.898 | 130.161 | 73.037 | 70.582
46.233 | 43.172 | 54723 | 39.706 | 36.686 | 57.678 | 86.110 | 111.594 | 129.518 | 79.075| 72.994
50.394 | 46.810 | 60.480 | 41.139| 37.770 | 61.430 | 88.869 | 113.873 | 129.472 | 85.651 | 75.991
53.736 | 50.042 | 64.082 | 40.905| 37.741 | 59.849 | 89.872 | 113.679 | 128.050 | 87.700 | 77.600
57.439 | 53785 | 67.590 | 43.748 | 41263 | 58321 | 90.342 | 111.713 | 121.708 | 93.749 | 79.318
59.291 | 55534 | 69.726 | 47.576 | 45.423 | 60.026 | 89.513 | 107.056 | 114.860 | 93.087 | 80.459
64.447 | 60.937 | 74.097 | 53.256 | 51.466 | 63.421 | 89.525 | 103.050 | 109.259 | 91.957 | 82.543
70.982 | 68.070 | 78793 | 57.539 | 56.104 | 65.492 | 90.015| 100.254 | 105.093 | 91.613 | 84.728
76.930 | 74.086 | 84.483 | 62.544 | 61337 | 69.094 | 90.896 | 99.091 | 103.648 | 90.955 | 86.668
86.082 | 84.717 | 89.509 | 71.037 | 70.172 | 75.600 | 92.588 | 98.066 | 100.733 | 93.320 | 89.770
88.164 | 86.614 | 92.077 | 79.299 | 78.364 | 84.222 | 94.354 | 96.970 | 98.650 | 93.985| 93.014
91.969 | 89.907 | 97.207 | 88.391 | 88.078 | 90.038 | 97.987 | 99.122 | 100.515 | 96.646 | 97.409
100.000 | 100. 000 100.000 | 100.000 | 100.000 | 100.000 | 100.000 | 100.000 | 100.000 | 100.000 | 100.000
94.565 | 93.871 | 96.302| 97.291 | 96.833 | 99.706 | 103.412 | 103.908 | 103.936 | 103.859 | 103.162
92.430 | 90.143 | 98.104 | 100.601 | 100.377 | 101.824 | 107.969 | 111.169 | 111.578 | 110.441 | 106.354
93.599 | 91.771 | 98.148 | 104.693 | 105.294 | 101.857 | 110.644 | 118.712 | 121.239 | 114.181 | 106.557
102.201 | 100.002 | 107.667 | 115.962 | 116.786 | 112.051 | 112.720 | 123.813 | 128.374 | 115.606 | 107.094
109.105 | 107.507 | 113.118 | 123.007 | 124.640 | 115.170 | 113.731 | 125.701 | 130.593 | 116.896 | 107.660
91.518 | 89.965 | 95.394 | 102.355 | 102.556 | 101.487 | 109.160 | 114.471 | 114.547 | 114.364 | 106.478
91.128 | 89.692 | 94.716 | 103.398 | 104.686 | 97.234 | 110.799 | 119.742 | 123.778 | 112.491 | 106.266
93612 | 91.599 | 98.617 | 104.354 | 104.847 | 102.019 | 111.206 | 119.858 | 122.112 | 115.823 | 106.820
98.136 | 95.828 | 103.867 | 108.666 | 109.089 | 106.687 | 111.410 | 120.778 | 124.521 | 114.047 | 106.663
99.862 | 97.484 | 105769 | 111.348 | 111.746 | 109.490 | 112.210 | 122.901 | 127.262 | 115.054 | 106.789
101.368 | 99.015 | 107.216 | 115.547 | 116.395 | 111.522 | 112.835 | 123.664 | 127.904 | 116.035 | 107.344
102.557 | 101.000 | 106.449 | 116.800 | 117.734 | 112.367 | 113.189 | 125.170 | 130.714 | 115.187 | 107.110
105.017 | 102.510 | 111.234 | 120.151 | 121.268 | 114.827 | 112.647 | 123.517 | 127.619 | 116.148 | 107.131
106.226 | 103.886 | 112.034 | 121.357 | 122.737 | 114.757 | 113.104 | 124.540 | 129.018 | 116.485 | 107.302
108.637 | 107.063 | 112.585 | 121.775 | 123.332 | 114.317 | 113.417 | 124.668 | 129.928 | 115.189 | 107.709
109.503 | 108.050 | 113.158 | 122.520 | 124.159 | 114.652 | 114.358 | 127.545 | 133.423 | 116.939 | 107.674
112.054 | 111.027 | 114.693 | 126.377 | 128.331 | 116.954 | 114.048 | 126.053 | 130.002 | 118.971 | 107.954
115.783 | 115535 | 116.564 | 129.146 | 131.236 | 119.055 | 115423 | 128.728 | 132.808 | 121.411 | 108.682
117.536 | 117.228 | 118.463 | 129.608 | 131.218 | 121.896 | 115.657 | 127.262 | 132.141 | 118.488 | 109.762
119.495 | 119.898 | 118.712 | 131.378 | 133.503 | 121.100 | 116.136 | 127.669 | 131.740 | 120.370 | 110.277

Source: Department of Commerce, Bureau of Economic Analysis.
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TABLE B—7.—Chain-type price indexes for gross domestic product, 1959—-2006
[Index numbers, 2000=100, except as noted; quarterly data seasonally adjusted]

Personal consumption expenditures

Gross private domestic investment

Fixed investment

Year or Gross_ Nonresidential
quarter domestic Durable Non- - .
product Total durable | Services Total Equip: .
goods Resi
goods Total Total Struc- mer(ljt dential
ota an

tures soft-

ware
20.754 | 20432 | 45662 | 22765 | 15485 | 29474 | 28262 | 35.114| 15923 | 50.882| 16.630
21.044 | 20767 | 45444 23.089 | 15887 | 29.619 | 28414 | 35275| 15904 | 51.305| 16.743
21281 | 20985 | 45551 | 23227 | 16173 | 29.538 | 28.325| 35.076| 15810 | 51.025| 16.769
21.572 | 21.232 | 45755 | 23412 | 16466 | 29.558 | 28.346 | 35.087 | 15941 | 50.774| 16.795
21801 | 21479 | 45915| 23.683 | 16701 | 29.467 | 28.267 | 35.088 | 16.085| 50.495| 16.663
22134 | 21786 | 46.142 | 23986 | 17.016 | 29.634 | 28.440 | 35268 | 16316 | 50.474| 16.796
22538 | 22103 | 45721 | 24423 | 17.334| 30.107 | 28926 | 35672| 16791 | 50520 | 17.272
23.180 | 22.662 | 45517 | 25232 | 17.810| 30.726 | 29.536 | 36.206 | 17.398 | 50.654 | 17.899
23897 | 23237 | 46.228 | 25830 | 18349 | 31538 | 30364 | 37.129| 17.943| ©51.776 | 18.521
24916 | 24151 | 47749 | 26820 | 19.128 | 32714 | 31582 | 38431 | 18.835| 53.167 | 19.504
26.153 | 25255 | 49.067 | 28.062 | 20.106 | 34.264 | 33.140 | 40.018| 20.074| 54.645| 20.853
27.538 | 26.448 | 50.148 | 29446 | 21.175| 35713 | 34.565| 41908 | 21.390 | 56.657 | 21.526
28916 | 27.574 | 51975| 30359 | 22340 | 37.493 | 36306 | 43.880| 23.040 | 58340 | 22.775
30.171 | 28528 | 52531 | 31.373 | 23304 | 39.062 | 37.865| 45367 | 24.704| 59.044| 24.158
31.854 | 30.081 | 53301 | 33.838| 24.381| 41172 39958 | 47.115| 26.619| 60.047 | 26.297
34721 | 33.191 | 56.676 | 38.702 | 26.345| 45263 | 43.890| 51.658| 30.295| 64.474| 29.011
38.007 | 35955 | 61.844| 41.735| 28595| 50.847 | 49384 | 58763 | 33.911| 74.001| 31.706
40.202 | 37.948 | 65278 | 43346 | 30.603 | 53.654 | 52244 | 62.018 | 35571 | 78355 | 33.743
42.758 | 40410 | 68.129 | 45911 | 32933 | 57.677 | 56.342| 66.258 | 38651 | 83.011 | 37.147
45762 | 43248 | 72.038| 48985 | 35464 | 62.381| 61.101| 70.695| 42382 | 87.391| 41696
49,553 | 47.059 | 76.830 | 54.148 | 38316 | 68.027 | 66.642 | 76440 | 47313 | 92932 | 46.374
54.062 | 52.078 | 83277 | 60449 | 42332 | 74424 | 72.887 | 83.198| 51.740 | 100.868 | 51.394
59.128 | 56.720 | 88.879 | 65130 | 46.746 | 81.278 | 79.670 | 91.245| 58.880 | 108.077 | 55.587
62.738 | 59.859 | 92358 | 66.955 | 50.528 | 85.455 | 84.047 | 96.295| 63.566 | 112.293 | 58.564
65.214 | 62436 | 94.181 | 68386 | 53.799 | 85237 | 83912 | 95432| 61.939| 112530 | 59.908
67.664 | 64.795 | 95550 | 70.004 | 56.680 | 85.845 | 84399 | 95.195| 62.468 | 111547 | 61.630
69.724 | 66.936 | 96.620 | 71.543 | 59.295 | 86.720 | 85457 | 95936 | 63.940 | 111413 | 63.219
71269 | 68.569 | 97.685| 71.273 | 62.040 | 88.599 | 87.501 | 97.566 | 65168 | 113.178 | 65.868
73.204 | 70.947 | 100.465 | 73.731 | 64.299 | 90.289 | 89.118 | 98435| 66.199| 113.796 | 68.561
75.706 | 73.755 | 101921 | 76.206 | 67.493 | 92.354 | 91.431 | 100.625| 69.016 | 115216 | 70.928
78.569 | 76.972 | 103.717 | 79.842 | 70.708 | 94.559 | 93.641 | 102.731| 71.707 | 116.657 | 73.211
81.614 | 80.498 | 104.561 | 84.226 | 74.197 | 96.379 | 95542 | 104.695| 74.015| 118168 | 74.930
84.457 | 83.419 | 106.080 | 86.779 | 77.497 | 97.749 | 96.960 | 106.314 | 75355 | 119.854 | 75.912
86.402 | 85824 | 106.756 | 88.105 | 80.684 | 97.395| 96.670 | 105.411 | 75330 | 118.444 | 76.836
88.390 | 87.804 | 107.840 | 88.973 | 83.345| 98521 | 97.805| 105487 | 77.602 | 117.243 | 79.941
90.265 | 89.654 | 109.978 | 89.605 | 85748 | 99.813 | 99.133 | 106.008 | 80.388 | 116.572 | 82.754
92115 | 91.577 | 110.672 | 90.629 | 88.320 | 100.941 | 100.292 | 106.239 | 83.879 | 115224 | 85.769
93.859 | 93.547 | 109.507 | 92.567 | 90.844 | 100.520 | 100.028 | 105.011 | 86.045 | 112.451 | 87.610
95415 | 95124 | 107.068 | 93.835 | 93.305| 100.157 | 99.785 | 103.696 | 89.381 | 109.120 | 89.843
96.475 | 95978 | 104.152 | 93.821 | 95319 | 99.035| 98.861 | 101.421 | 93.474 | 104259 | 92.239
97.868 | 97.575 | 101.626 | 96.173 | 97.393 | 98.972 | 98.888 | 100.057 | 96.257 | 101.366 | 95.780
100.000 | 100.000 | 100.000 | 100.000 | 100.000 | 100.000 | 100.000 | 100.000 | 100.000 | 100.000 | 100.000
102.402 | 102.094 | 98.114 | 101.531 | 103.257 | 101.013 | 101.023 | 99.683 | 105.403 | 97.708 | 104.633
104.193 | 103.542 | 95766 | 102.089 | 106.018 | 101.640 | 101.660 | 99.513 | 110.030 | 95.956 | 107.240
106.409 | 105.597 | 92.366 | 104.145 | 109.379 | 103.191 | 103.313 | 99.591 | 113.872 | 94.912 | 112.372
109.429 | 108.373 | 90.845 | 107.617 | 112.863 | 106.645 | 106.811 | 100.834 | 120.951 | 94.503 | 120.618
112.744 | 111493 | 90.198 | 111.530 | 116.529 | 110.284 | 110.542 | 103.428 | 134.647 | 94.134 | 126.714
105.742 | 105.059 | 93.795 | 104.175 | 108.076 | 102.941 | 103.067 | 99.664 | 113.295| 95173 | 111.434
106.076 | 105235 | 92.785 | 103.423 | 109.002 | 102.759 | 102.865 | 99.341 | 113.239 | 94.774 | 111.496
106.616 | 105851 | 91.848 | 104.424 | 109.808 | 103.093 | 103.207 | 99.509 | 113.894 | 94.799 | 112.225
107.204 | 106.242 | 91.037 | 104.558 | 110.629 | 103.971 | 104.111 | 99.849 | 115.058 | 94.902 | 114.331
108.190 | 107.202 | 91.044 | 106.014 | 111.573 | 105.054 | 105.204 | 100.094 | 116.948 | 94.679 | 117.212
109.172 | 108.155 | 91.105 | 107.561 | 112.444 | 106.225 | 106.386 | 100.621 | 119.166 | 94.724 | 119.753
109.744 | 108.658 | 90.581 | 107.865 | 113.303 | 107.167 | 107.334 | 100.982 | 122.093 | 94.366 | 121.912
110.610 | 109.476 | 90.649 | 109.030 | 114.133 | 108.132 | 108.321 | 101.639 | 125.599 | 94.244 | 123.596
111558 | 110.091 | 90.709 | 109.325 | 115.049 | 108.944 | 109.153 | 102.539 | 129.084 | 94.450 | 124.298
112.229 | 110.940 | 90.570 | 110.604 | 115.929 | 109.664 | 109.875 | 103.055 | 131.941 | 94.347 | 125.450
113.139 | 112.067 | 89.908 | 113.016 | 116.858 | 110.675 | 110.946 | 103.607 | 136.089 | 93.983 | 127.573
114.048 | 112.873 | 89.606 | 113.177 | 118.281 | 111.853 | 112.194 | 104.510 | 141.476 | 93.754 | 129.536
114967 | 113.445| 89.385 | 113.484 | 119.194 | 112.860 | 113.238 | 105471 | 145684 | 93.887 | 130.765
115905 | 114,573 | 89.206 | 115.769 | 120.059 | 113.717 | 114.074 | 106.266 | 149.432 | 93.920 | 131.696
116.446 | 115241 | 88967 | 116.442 | 120.960 | 113.895 | 114.224 | 106.501 | 151.372 | 93.704 | 131.655

See next page for continuation of table.
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TABLE B—7.—Chain-type price indexes for gross domestic product, 1959-2006—Continued
[Index numbers, 2000=100, except as noted; quarterly data seasonally adjusted]

Exports and
imports

Government consumption expenditures
and gross investment

Gross domestic
purchases !

Percent change 2

of goods and Final Gross domestic
Year or services Federal sales of Gross purchases !
quarter State ||domestic Less domestic
Total National | Non- and || product || Total |food and||"- oo Less
Exports | Imports Total defense | defense local energy p Total |food and
energy
29.433| 21.901| 15.404| 16.450| 16.257| 16.591| 14.475|| 20.581|| 20.365|............. 12] 12
29.846| 22.110| 15.597| 16.590| 16.383| 16.798| 14.738|| 20.872|| 20.646 141 14].
30.300f 22.110| 15.909| 16.871| 16.619| 17.296| 15.093|| 21.108|| 20.865 11 LI},
30.375| 21.849| 16.314| 17.228| 16.940| 17.808| 15.564|f 21.398|| 21.139 141 13].
30.307| 22.273| 16.669| 17.597| 17.320 18.116| 15.911|| 21.629|| 21.385 11 12].
30.556| 22.743| 17.132| 18.191 17.822| 19.036| 16.234|| 21.963|| 21.725 1.5/ 16|.
31.529| 23.059| 17.588| 18.658 18.314| 19.408| 16.685|| 22.368|| 22.102 18] L7].
32.481| 23.596| 18.330| 19.330| 18.950| 20.190| 17.507|| 23.010|| 22.724 28| 28|.
33.725| 23.688| 19.099| 19.913| 19.518| 20.815 18.488|f 23.729|| 23.389 31 29|.
34.461| 24.048| 20.128| 20.995| 20.539| 22.116| 19.475|| 24.752|| 24.380 43| 42|.
35.627| 24.675| 21.341| 22.130| 21.664| 23.251| 20.780|| 25.988|| 25.580 50| 49|.
36.993| 26.135| 23.079| 23.915| 23.321| 25.478| 22.488|| 27.369|| 26.964 53| 54/.
38.358| 27.739| 24.875| 25.957| 25.387| 27.400| 24.087|| 28.741|| 28.351 50/ 5.1f.
40.146| 29.682| 26.788| 28.495| 28.319| 28.780| 25.524( 29.994| 29.619 43| 45|,
45425 34.841| 28.743| 30.449| 30.396| 30.394| 27.477|| 31.673| 31.343 56| 58|.
55.965| 49.847| 31.646| 33.162| 33.217| 32.819| 30.500|| 34.517|| 34.546 9.0/ 10.2|.
61.682| 53.997| 34.824| 36.615| 36.460| 36.746| 33.481|| 37.789|| 37.761 9.5 93|.
63.707| 55.622| 37.118| 39.217| 39.117| 39.209| 35.563|| 39.987|| 39.938 58| 58|.
66.302| 60.523| 39.694| 42.180| 42.079| 42.152| 37.872|| 42.546|| 42.634 6.4 68|.
70.342| 64.798| 42.235| 44.785| 45.035| 43.983| 40.359|| 45.551|| 45.663 70| 7.1f.
78.808| 75.879| 45.775| 48.231| 48.628| 47.099| 43.944|| 49.322|| 49.669 83| 88|.
86.801| 94.513| 50.761| 53.299| 53.908| 51.683| 48.858|| 53.806|| 54.876 . 9.1| 10.5/.
93.217| 99.594| 55.752| 58.476| 59.229| 56.516| 53.709|| 58.859|| 59.896 . 94| 9.1f.
93.645| 96.235| 59.414| 62.446| 63.392| 60.020| 57.140|| 62.489|| 63.296| 62.221 6.1 57|.
94.015| 92.629| 61.778| 64.612| 65.617| 62.038| 59.666|| 64.958|| 65.515| 64.685 39| 35 4.0
94.887| 91.829| 64.955| 68.426| 70.290| 63.577| 62.336|| 67.399|| 67.822| 67.106 38| 35 3.7
91.983| 88.813| 66.970| 69.974| 71.621| 65740 64.739|| 69.494|| 69.760| 69.232 300 29 3.2
90.639| 88.871| 68.175| 70.352| 71.554| 67.395 66.624|| 71.060|| 71.338| 71.474 22| 23 3.2
92.874| 94.251| 70.056| 71.200| 72.281| 68.616 69.361|| 72.985|| 73.527| 73.716 27| 31 3.1
97.687| 98.774| 71.899| 72.704| 73.631| 70.609| 71.485|| 75.519|| 76.043| 76.429 34| 34 3.7
100.944| 74.139| 74.677| 75.528| 72.826| 73.940|| 78.383|| 78.934| 79.151 38| 38 3.6
103.826| 77.139| 77.142| 78.010| 75.260| 77.357|| 81.440|| 82.144| 82.109 39| 41 3.7
103.420| 79.787| 80.232| 80.821| 79.100| 79.681|| 84.286|| 84.836| 84.942 35| 33 3.5
103.552| 81.719| 82.602| 83.628| 80.411| 81.300|| 86.237|| 86.828| 87.169 2.3 23 2.6
102.671| 83.789| 84.788| 85.313| 83.728| 83.294|| 88.226|| 88.730| 89.211 2.3 22 2.3
103.634| 86.002| 87.061| 87.412| 86.375 85.472|| 90.108|| 90.583| 91.213 2.1 21 2.2
106.412| 88.358| 89.503| 89.598| 89.351| 87.778|| 91.965|| 92.483| 93.176 20 21 2.2
104.529| 90.491 91.982| 92.379| 91.216| 89.709|| 93.736|| 94.145| 94.616 19 18 15
100.816| 92.139| 93.533| 93.716| 93.192| 91.414|| 95.320|| 95.440| 95.865 17 14 13
95.353| 93.469| 94.511| 94.643| 94.268| 92.934|| 96.428|| 96.060| 96.797 11 6 1.0
95.960| 96.079| 96.884| 96.886| 96.880| 95.667|| 97.847|| 97.556| 98.165 14] 16 14
100.000| 100.000| 100.000| 100.000| 100.000| 100.000| 100.000{| 100.000{| 100.000| 100.000 22| 25 19
99.624| 97.497| 102.544| 101.907| 102.002| 101.739| 102.868|| 102.406|| 101.994| 101.882 24) 20 19
99.273| 96.341| 105.507| 105.631| 105.792| 105.345| 105.435|| 104.197|| 103.583| 103.796 17 16 19
101.429| 99.685| 109.849| 110.094| 110.751| 108.898| 109.712|| 106.430|| 105.966| 105.749 21 23 19
105.151| 104.678| 114.718| 115.249| 115.954| 113.963| 114.417|| 109.455|| 109.210| 108.555 28| 3.1 2.1
108.949| 111.268| 121.183| 120.726| 121.855| 118.606| 121.463|| 112.783|| 112.981| 111.638 300 35 2.8
100.920| 100.078| 109.107| 109.578| 110.206| 108.441| 108.840(| 105.763|| 105.435| 105.127 31 4l 2.6
101.192| 99.093| 109.449| 109.987| 110.597| 108.878| 109.144|| 106.094|| 105.587| 105.470 13 6 13
101.423| 99.734| 110.118] 110.257| 110.915| 109.053| 110.041|| 106.636|| 106.170| 105.936 2.1 22 1.8
102.181 99.836| 110.724| 110.556| 111.284| 109.220| 110.822|| 107.228|| 106.671| 106.462 22 19 2.0
103.701| 102.185| 112.562| 113.617| 114.097| 112.773| 111.953|| 108.215|| 107.803| 107.375 37| 43 3.5
104.973| 103.996| 114.034| 115.097| 115.720| 113.974| 113.420{| 109.198|| 108.880| 108.244 37 4l 3.3
105.441| 105.407| 115.328| 115.724| 116.534| 114.230| 115.105|| 109.769|| 109.588| 108.915 2.1 26 2.5
106.490| 107.126| 116.950| 116.558| 117.465| 114.873| 117.190{| 110.638|| 110.567| 109.687 32| 36 2.9
107.701| 107.815| 118.955| 119.712| 120.741| 117.790| 118.520{| 111.589|| 111.449| 110.607 35| 32 34
108.648| 110.222| 120.302| 120.361| 121.452| 118.315| 120.276|| 112.261|| 112.362| 111.248 24| 33 2.3
109.341| 112.919| 122.029| 121.353| 122.467| 119.261| 122.438|| 113.181|| 113.572| 111.939 33| 44 2.5
110.108| 114.117| 123.444| 121.479| 122.760| 119.059| 124.620|| 114.101|| 114.541| 112.758 33| 35 3.0
110.737| 113.918| 124.791| 123.721| 124.752| 121.787| 125.434|| 115.025|| 115.313| 113.605 33| 27 3.0
112.400| 116.608| 126.262| 124.871| 126.006| 122.736| 127.095|| 115.961|| 116.455| 114.420 33 40 2.9
113.631| 118.143| 127.150| 125.482| 126.714| 123.154| 128.147|| 116.498|| 117.080| 115.034 19] 22 2.2

1 Gross domestic product (GDP) less exports of goods and services plus imports of goods and services.
2Quarterly percent changes are at annual rates.

Source: Department of Commerce, Bureau of Economic Analysis.
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TABLE B—8.—G'ross domestic product by major type of product, 1959-2006
[Billions of dollars; quarterly data at seasonally adjusted annual rates]

Goods
Final Change Total Durable goods | Nondurable goods
Gross | sales of |

Year or . pri- Change Change Change | Serv- | Struc-
quarter d;rrggiltc dotni1ces— vate il in il in il in~ | ices? | tures

inven- ina pri- ina pri- ina pri-

product | yories || Tofal | Sales | vate | sales | vate | sales | vate

inven- inven- inven-

tories tories ! tories !
506.6 | 502.7 39 237.6| 2336 39| 863 29| 1473 11| 2065| 625
526.4| 523.2 32 246.6| 2434 32 902 1.7] 1532 16 2179 619
54471 5417 3.0 250.11 2472 301 902 -1 157.0 301 231.0| 636
585.6| 579.5 6.1 268.1| 262.0 6.1 994 34| 1626 27| 249.7| 678
617.7| 612.1 5.6 280.1| 2745 56| 106.0 26| 1685 3.0 2650 727
6636 6588 48 3009 | 296.0 48] 116.4 38| 1797 10| 2843| 784
719.11  709.9 9.2 32941 3202 92| 1284 6.2 1918 30 3050 847
78781 7742| 136 3645| 350.9| 13.6| 1420| 10.0| 2089 36| 3353| 880
8326 8227 9.9 3739 364.0 99| 1464 48| 217.6 50| 369.1| 896
910.0  900.9 9.1 402.6| 393.6 9.1 1587 45| 2348 45| 407.4| 100.0
9846 9754 9.2 432.0| 422.8 92| 1711 6.0 2517 32| 4444) 1083
1,038.5| 1,036.5 2.0 446.9| 4449 20| 173.6 -2 271.3 2.2 481.9| 109.7
1,127.1] 11189 8.3 4729| 464.7 83| 1811 2.9 283.6 5.3 5258 | 1284
1,238.3| 1,229.2 9.1 516.6| 507.5 9.1 2024 6.4 305.1 2.7 574.8| 146.9
1,382.7| 1,366.8 15.9 597.1| 581.2 15.9| 236.6 13.0 344.6 2.9 622.7| 162.9
1,500.0 | 1,486.0 14.0 6433 629.3 14.0| 2545 10.9 374.8 3.1 691.0| 165.6
1,638.3| 1,644.6 -6.3 691.4| 697.7 -6.3| 284.5 =15 413.2 1.2 780.2| 166.7
1,825.3| 1,808.2 17.1 171.5| 760.4 17.1| 321.2 10.8 439.2 6.3 856.6| 191.2
2,030.9| 2,008.6 22.3 851.5| 829.1 22.3| 3638 9.5 465.3 12.8 952.7| 226.8
2,294.71 2,268.9 25.8 961.0| 9352 258 4132 18.2 522.0 76| 1,059.7| 2739
2,563.3| 25453 18.0|| 1,078.1|1,060.1 18.0| 472.0 128 588.1 52| 1,171.9] 3133
2,789.5| 2,7958| 6.3 1,1457|11520 -63| 500.1| -23| 651.9| -4.0| 13225| 321.3
312841 3,0986| 298| 1,288.2|1,258.3| 29.8| 5422 73| 7161 22.5| 1487.7| 352.6
32550 3,269.9| -149| 1277.3|1292.2| -149| 539.7| -16.0| 7525 1.1 1,633.2| 3445
3,536.7| 3,5424| 58] 1365013708 -58| 578.1 25| 7927| -82| 18029| 3687
3933.2| 3,867.8| 654 1549614842 654| 650.2| 414\ 834.0| 24.0| 1957.8| 4258
4220.3| 4,1984| 21.8|| 1607.4|15856| 218 711.0 441 8746\ 174 21541 4587
4,462.8| 4,456.3 6.6 1,657.0(1,650.5 6.6 7399 -1.9| 9106 84| 23257| 480.1
4,739.5| 4,7123| 27.1|| 1751.3|1,7242| 27.1| 764.9| 229| 9593 42] 2,4905| 497.6
5103.8| 50853 185| 1903.4|18849| 185| 841.8| 22.7| 10431| -4.3| 2,6853| 515.0
5484.4| 5456.7| 27.7| 2,066.6|2038.9| 27.7| 917.1| 20.0| 1,121.9 77| 2,888.7| 529.0
5803.1| 57885 145| 2,155.8|2141.3| 145| 950.2 771 1,191.1 6.8| 3,113.7| 5335
5995.9| 5996.3 -4 2,184.712,185.1 =41 9441| -136| 1,241.0| 132] 3311.3| 4999
6,337.7| 63214| 163 2,282.3|2266.0f 163| 986.1| -3.0| 1279.8| 19.3| 3,532.7| 522.7
6,657.4| 6,636.6| 208 2,387.8|2367.0/ 20.8|1,0479| 17.1] 1,319.1 37| 3711.7| 551.8
7,072.2| 7,0084| 63.8| 2,563.8|2500.00 63811250 357| 13750| 28.1| 3,901.2| 607.3
7,397.7| 7,366.5| 31.1| 2,661.112630.0f 31.1[1202.2| 33.6| 14278 -2.4| 4,0984| 6381
7816.9| 7,786.1| 30.8| 2,807.0|2776.3| 30.8[17298.0| 19.1| 14783| 11.7| 4312.7| 697.1
8304.3| 82323 7201 3,007.7|29357| 72.0(1409.1| 39.9| 15266| 32.1| 45484| 7482
8747.0| 8,676.2| 708 3,143.413072.6| 70.8|1487.8| 42.8| 15848 28.0| 4,789.8| 813.8
9,268.4| 9,201.5| 669 3311.3|32444| 669|1576.5| 40.0| 16679 26.9| 5081.8| 8753
9,817.0 9,760.5 56.5 || 3,449.33,392.8 56.511,653.3 36.11 1,739.5 2041 54256 942.1
,128.0 59.71 -31.7| 3,4126|3,4443| -31.7|11,6303| -41.8| 1814.0 10.0| 57256| 989.8
9.6 1.7 1191 3,442.43,430.5 119 1,559.9 15.1| 1,870.7 -3.2| 6,0314] 9958
0.8 6.5 1431 3,524.23,509.9 143 1,574.1 11.1| 1,935.8 3.2| 6,367.4]1,069.2
2.5 5.1 57.3|| 3,713.713,656.3 57.311,619.4 31.6| 2,036.9 2581 6,798.0|1,200.8
5.8 4.6 21.3] 3,886.5]3,865.3 21.311,725.6 17.3| 2,139.7 40| 7,220.4)1,348.9
5.6 26| 230 3,4435|34205| 23.0|15228| 204| 1,897.6 2.7| 6,236.4|1,025.6
1.8 54| -35| 3,4539|34574| -3.5|15556| -3.8| 1,901.8 3| 6,328.811,049.1
6.1 43| 1181 3,589.0(3577.1| 11.8/16140| -6.0| 1,963.2| 17.8| 6,406.8|1,090.3
9.5 36| 259 3,6105|3584.6| 259|1604.1| 33.9| 1,9805| -8.0| 6,497.6|1,1115
0.9 29| 380 3,653.8/36159| 38.0|16085| 28.5| 2,007.4 95| 6,641.6]|1,135.5
9.3 9.9| 7931 3,699.9|3620.6| 79.3|15927| 425| 2,0279| 368| 6,751.7|1,197.7
9.4 46| 548 3,7249|3670.2| 54.8|16263| 28.4| 2,0439| 264| 6,847.8|1226.6
0.3 30| 573 3776.0(3,718.7| 57.3|16502| 27.0| 2,068.5| 30.4| 6,951.1|1243.2
3.8 59.4|| 3,832.2|3,772.9 59.411,670.3 36.11 2,102.6 23.3| 17,058.7|1,282.3
,353.7 =16 3,859.4|3,867.0 -1.611,726.3 =1.7| 2,140.7 17,1507 | 1,336.0
12,588.8 | -1531 3,921913,937.2| -156.3|1,767.7 -8| 2,169.5| -145| 7,283.6|1,368.0
12,681.9 48.6| 3,932.6]3,883.9 48.6]1,738.1 416| 2,1459 7.0 7,3889]1,409.1
13,0084 | 12,961.2| 47.2|| 4,073.2(4,026.1| 47.2/1,804.3| 14.3| 2,221.7| 32.9| 7,494.5|1,440.6
13,197.3113,135.1|  62.3|| 4,131.0(4,068.7| 62.3/1,800.0| 251| 2,268.7| 37.2| 7,606.0|1,460.3
13,3226 13,258.4|  64.2 (| 4,166.7 | 4,102. 64.2(18209| 352| 22817 28.9| 7,713.8|1442.1

! Estimates for durable and nondurable goods for 1996 and earlier periods are based on the Standard Industrial Classification (SIC); later
estimates are based on the North American Industry Classification System (NAICS). . .

ZIncludes government consumption expenditures, which are for services (such as education and national defense) produced by government.
In current dollars, these services are valued at their cost of production.

Source: Department of Commerce, Bureau of Economic Analysis.
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I Estimates for durable and nondurable goods for 1996 and earlier periods are based on the Standard Industrial Classification (SIC); later

estimates are based on the North American Industry Classification System (NAICS). . .
2Includes government consumption expenditures, which are for services (such as education and national defense) produced by government.

In current dollars, these services are valued at their cost of production.

Source: Department of Commerce, Bureau of Economic Analysis.




TABLE B—-10.—Gross value added by sector, 1959-2006
[Billions of dollars; quarterly data at seasonally adjusted annual rates]

Business ! Households and institutions General government 3
Adden-
Non-
Year or dGros?‘ _pr?_ftit Stat g?oms's
omestic institu- ate ;
quarter Non- House- i housing
product farm?! Total holds S;IRI?: Gggl value
o ag added
holds 2

390.9 40.1 29.8 10.3 26.5 36.9
402.3 439 323 117 28.9 39.9
4137 46.7 343 12.4 316 42.8
446.1 50.4 36.7 13.6 34.2 46.0
470.2 53.6 38.8 14.8 37.1 48.9
508.2 56.9 40.8 16.1 404 516
551.5 61.0 433 17.7 442 54.9
604.3 65.8 459 19.9 49.6 58.2
634.4 70.9 48.8 22.1 55.5 62.1
694.0 76.5 51.6 25.0 62.5 65.9
747.5 843 55.6 28.7 70.0 713
779.9 91.4 59.4 32.0 79.5 76.7
844.5 100.9 65.1 35.7 88.6 83.9
929.4 109.9 703 39.5 97.9 911
1,032.7 120.0 76.0 44.0 109.3 98.3
1,122.6 1317 82.5 49.2 1218 | 106.8
1,222.8 1454 90.3 55.1 137.1| 1172
1,380.7 158.1 98.1 60.0 149.7 | 1266
1,549.9 1728 | 107.3 65.6 162.6 | 1403
7 193.8 | 1204 734 177.8 | 1552

8 2174 | 1350 82.5 1954 | 1725
7 249.9 | 1555 94.4 217.3 | 1994
5 283.7| 1768 | 1069 237.9| 2284
3 3153 1957 | 1196 257.7 | 2554
3 3440 | 2117 | 1324 2741 | 2714

7 376.2 | 2302 | 146.0 293.1| 3011

4 406.0 | 2496 | 1564 3184 | 3329
4 438.0 | 2674 | 1706 3435 | 359.5
4 4784 | 2876 | 190.8 367.8 | 3855
2 525.1 | 312.8| 2124 3952 | 4155
7 569.6 | 337.0 | 2326 4249 | 4438

0 618.9 | 3629 | 256.0 462.6 | 4781
5 660.7 | 3834 | 2773 4909 | 5085
7 697.9 | 397.2 | 3007 517.3 | 531.0

6 7320 | 413.7| 3183 543.0 | 549.1
4 7713 | 4395 | 3317 570.7 | 582.0
0 8155 | 4633 | 3521 596.9 | 6133
0 852.2 | 4847 | 3675 619.3 | 638.0
8 8958 | 509.6 | 386.2 6458 | 667.7
2 949.7 | 5380 | 4117 677.2 | 700.2
7 10123 | 5764 | 4359 7118 | 747.8
1 1,080.7 | 6156 | 465.1 7542 | 7943
0 1,160.4 | 662.0 | 4984 800.8 | 849.8
7 1,227.3 | 687.7| 5396 848.9 | 876.7
2 1,269.2 | 699.9| 5693 896.2 | 8782
0 1,356.5 | 756.9 | 599.6 936.8 | 938.7
5 14196 | 793.7| 6258 986.2 | 982.6
4 1,252.0 | 693.0 | 5589 879.2 | 8752

1 1,256.5 | 691.5| 5650 891.6 | 870.1

5 1,254.1 | 683.2| 5708 902.0 | 855.1
9 13142 | 731.7| 5824 911.9 | 9123
2 1,325.7 | 738.8| 5869 919.2 | 919.0
0 1,345.1 | 7505 | 5946 9304 | 930.8
8 1,368.5 | 762.7| 6058 942.1 | 9448
9 1,386.5 | 7755| 611.0 955.6 | 960.4
3 1,396.3 | 783.8| 6125 966.9 | 971.2
1 1,408.7 | 7869 | 6218 979.1 | 975.0
7 14251 | 7954 | 629.7 992.9 | 9849
0 14482 | 808.8| 6394 1,006.0 | 999.2
6 1,479.0 | 8302 | 6488 1,016.2 | 1,025.0
8 1,508.3 | 8509 | 6574 1,028.7 | 1,049.6

94.0 1,534.0 | 869.0 | 6650 1,046.7 | 1,071.

1 Gross domestic business value added equals gross domestic product excluding gross value added of households and institutions and of

general government. Nonfarm value added equals gross domestic business value added excluding gross farm value added.

2Equals compensation of employees of nonprofit institutions, the rental value of nonresidential fixed assets owned and used by nonprofit

institutions serving households, and rental income of persons for tenant-occupied housing owned by nonprofit institutions.
3Equals compensation of general government employees plus general government consumption of fixed capital.

Source: Department of Commerce, Bureau of Economic Analysis.
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TABLE B—11.—Real gross value added by sector, 1959-2006
[Billions of chained (2000) dollars; quarterly data at seasonally adjusted annual rates]

Business ! Households and institutions General government 3

Non- Agden-

Gross profit um:

Year or f ot Gross
domestic institu- State ;
quarter product | Total Non- | parm | Total | MOUSE | Tvions | Total | Federal | and | OUSing
farm holds : value

serving local dded

house- adde

holds ?
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1 Gross domestic business value added equals gross domestic product excluding gross value added of households and institutions and of
general government. Nonfarm value added equals gross domestic business value added excluding gross farm value added.

2Equals compensation of employees of nonprofit institutions, the rental value of nonresidential fixed assets owned and used by nonprofit
institutions serving households, and rental income of persons for tenant-occupied housing owned by nonprofit institutions.

3Equals compensation of general government employees plus general government consumption of fixed capital.

Source: Department of Commerce, Bureau of Economic Analysis.
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TABLE B—12.—Gross domestic product (GDP) by industry, value added, in current dollars and as a
percentage of GDP, 1975-2005

[Billions of dollars; except as noted]

Private industries

Gross Acgur|I Manufacturing
Year domestic Trg/t:tle ture, Con- Util- Whole- | potai)
product [i)ndus- forestry, | Mining | struc- Total Dur- Non- ities sale trade
tries | fishing, tion | manu- | opf | dura- trade
an fac- 0ods ble
hunting turing g goods

Value added

Industry value added as a percentage of GDP (percent)

31 2.1 46 20.6 12.1 85 23 7.0 78
2.7 2.1 47 21.2 12.6 8.6 23 6.7 79
25 2.1 46 21.6 13.1 85 23 6.6 78
26 22 49 21.3 13.2 8.1 22 6.7 1.7
28 23 5.0 21.2 12.9 83 2.0 6.9 75
22 3.3 47 20.0 12.0 8.0 22 6.8 1.2
24 39 42 19.7 11.8 7.9 2.3 6.7 7.1
22 3.7 4.0 185 109 1.1 2.5 6.4 7.1
1.6 2.9 4.0 185 10.7 7.1 2.6 6.3 14
2.0 2.1 42 184 113 7.1 2.6 6.3 1.5
1.8 2.5 44 17.5 10.6 6.9 2.6 6.4 1.6
17 15 47 172 103 6.9 2.6 6.2 1.5
1.7 15 46 17.1 10.2 6.9 2.6 6.0 14
16 14 46 1722 10.2 7.0 2.4 6.2 1.2
17 14 45 16.9 9.9 7.0 25 6.2 7.1
1.7 15 43 16.3 9.4 7.0 2.5 6.0 6.9
15 13 3.8 16.0 9.0 6.9 2.5 6.0 6.8
1.6 11 37 15.7 8.9 6.8 2.5 6.0 6.8
14 11 37 15.6 8.9 6.7 2.5 6.0 6.9
15 1.0 39 15.8 9.2 6.7 25 6.3 7.0
13 1.0 39 15.9 9.2 6.8 25 6.2 7.0
15 11 40 15.5 9.0 6.4 23 6.3 7.0
13 11 41 154 9.1 6.3 22 6.3 6.9
1.2 9 43 154 9.2 6.1 2.1 6.2 6.8
1.0 9 44 14.8 8.9 6.0 2.0 6.2 6.9
1.0 1.2 44 14.5 8.8 5.7 19 6.0 6.7
1.0 1.2 46 132 1.7 5.6 2.0 6.0 6.8

9 1.0 46 129 74 5.5 2.0 5.9 6.9
1.0 1.3 45 124 7.0 5.4 2.0 5.8 6.9
1.2 15 46 123 7.0 5.3 2.0 5.9 6.7
1.0 19 49 12.1 6.9 5.3 2.0 6.0 6.6

1 Consists of agriculture, forestry, fishing, and hunting; mining; construction; and manufacturing.

2Consists of utilities; wholesale trade; retail trade; transportation and warehousing; information; finance, insurance, real estate, rental, and
leasing; professional and business services; educational services, health care, and social assistance; arts, entertainment, recreation, accom-
modation, and food services; and other services, except government.

Note.—Value added is the contribution of each private industry and of government to gross domestic product. Value added is equal to an
industry’s gross output minus its intermediate inputs. Current-dollar value added is calculated as the sum of distributions by an industry to
its labor and capital which are derived from the components of gross domestic income.

See next page for continuation of table.
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TABLE B—12.—Gross domestic product (GDP) by industry, value added, in current dollars and as a
percentage of GDP, 1975-2005—Continued

[Billions of dollars; except as noted]

Private industries—continued
Arts,
Trans- Finance, | Pro- Etd(:ﬁ:l— enter- Private | Private
por- insur- fes- se:vices tainment, Other goods- | services-
Year ta- Infor- | ance, sion- health | "€Crea- | services Govern- || produc- | produc-
tion ma- real al and care tion, excent ment ing ing
and tion estate, | busi- and | accom- overpn- indus- | indus-
ware- rental, | ness social modation, gment tries! | tries2
hous- | and SerV- | oceis- famé
ing easing | ices 00!
tance services
Value added
1975 59.4 56.5| 248.2 92.9 742 45.7 384 246.9| 497.2 894.3
1976 68.8 635 27211 1051 84.0 51.9 42.8]  269.1| 559.8 996.4
1977 76.2 7111 3040 122.7 93.8 58.8 46.1] 2915| 627.5| 11119
1978 86.7 81.4| 3474 1419] 1064 67.9 532 317.7|| 710.6| 1,266.4
1979 96.6 90.3] 390.3] 164.0) 1205 771 582| 3457\ 799.7| 14179
1980 102.3 99.0| 4424 186.3| 139.7 83.5 62.6| 383.7|| 840.2| 15656
1981 1099 112.7) 4984 2132 1599 93.5 68.5) 4259| 946.6| 17559
1982 1059 123.6] 539.9| 2309 1779 100.9 70.7| 4624\ 923.3| 18693
1983 117.8| 140.0) 604.6| 262.5 1983 112.0 79.2| 4931\ 953.1| 2,090.5
1984 131.4| 147.1] 670.2| 303.8| 2141 121.2 89.3| 538.1|| 10727\ 23223
1985 136.3| 162.9] 729.7| 340.8| 2313 134.3 98.0| 583.3| 1,107.4| 2,529.5
1986 1456| 173.1] 795.1| 3788 252.0 1449| 107.2] 620.0(| 1,116.7| 2,726.1
1987 1511 185.0] 840.3| 414.1| 286.5 15211 112.3] 659.1|| 1,180.8| 2,899.5
1988 161.1)  194.0 910.1| 466.3| 309.1 165.9| 124.4| 704.7\| 1,261.3| 3,137.8
1989 164.1)  210.4) 9754| 5180 347.0 180.2| 133.9] 752.0|| 1,341.0] 33914
1990 169.4| 225.1| 1,042.1| 569.8| 386.7 1952 142.6] 805.3|| 1,377.4| 36204
1991 1782 2352| 1,103.6| 579.3| 4248 202.2| 1442 857.2|| 1,352.8| 3,785.9
1992 186.6| 250.9| 1,177.4| 626.7| 4635 216.2| 153.0| 897.3|| 1,400.0| 4,040.5
1993 201.0{ 272.6| 1,241.5] 659.1) 488.0 2255 163.7| 928.1|| 1,453.4| 42759
1994 218.0( 294.0| 1,297.8| 6984| 511.1 2350 173.2| 961.8|| 1,572.4] 4,538.0
1995 226.3| 307.6| 1,383.0] 743.1| 5333 248.3|  180.9| 990.4|| 16314 47758
1996 2352| 3357| 1,470.7| 810.1) 552.5 264.4| 188.1| 1,021.6|| 1,722.4| 5,072.8
1997 253.7| 347.8| 15933 896.5 573.1 289.8| 197.4| 1,056.8|| 1,820.8| 5426.8
1998 273.7| 381.6| 1,684.6] 976.2| 601.5 306.0( 211.1| 1,094.5|| 1,895.4| 5,757.1
1999 287.4| 439.3] 1,798.4| 1,064.5 6345 327.8| 217.8] 1,141.2|| 1,958.9| 6,168.3
2000 301.6| 458.3] 1,931.0] 1,140.8) 6784 350.1|  229.11 1,202.7|| 2,081.5| 6,532.8
2001 296.9| 476.9| 2,059.2| 1,1659| 739.3 361.5| 241.5| 1,258.3|| 2,027.5| 6,842.2
2002 304.6| 483.0| 2,141.9| 1,189.0) 799.6 381.5| 252.5| 1,338.4|| 2,036.9| 7,094.3
2003 316.6| 489.1| 2,2446| 12489| 857.3 398.9| 2653| 1,418.4| 21133 7,429.1
2004 330.1| 529.2| 2,408.7| 1346.4| 9147 42401 274.1| 1,490.9|| 2,289.9| 7,931.6
2005 344.6| 555.2| 2,536.1| 1,458.8| 9753 4446\ 282.8| 1,563.6|| 2,480.1| 8,412.2
Industry value added as a percentage of GDP (percent)
1975 3.6 34 15.1 5.7 45 2.8 23 15.1 303 54.6
1976 3.8 35 14.9 5.8 46 2.8 23 14.7 30.7 54.6
1977 3.8 35 15.0 6.0 46 2.9 23 14.4 30.9 54.7
1978 3.8 35 15.1 6.2 46 3.0 23 13.8 31.0 55.2
1979 3.8 35 15.2 6.4 47 3.0 23 13.5 31.2 55.3
1980 3.7 35 15.9 6.7 5.0 3.0 2.2 13.8 30.1 56.1
1981 35 3.6 15.9 6.8 5.1 3.0 2.2 13.6 30.3 56.1
1982 33 3.8 16.6 7.1 55 3.1 2.2 14.2 28.4 57.4
1983 33 4.0 17.1 74 5.6 3.2 2.2 13.9 26.9 59.1
1984 33 37 17.0 1.7 54 3.1 23 13.7 21.3 59.0
1985 3.2 39 17.3 8.1 55 3.2 23 13.8 26.2 59.9
1986 33 39 17.8 8.5 5.6 3.2 24 13.9 25.0 61.1
1987 3.2 39 17.7 8.7 6.0 3.2 24 13.9 24.9 61.2
1988 3.2 38 17.8 9.1 6.1 33 24 13.8 24.7 61.5
1989 3.0 38 17.8 9.4 6.3 33 24 13.7 24.5 61.8
1990 2.9 39 18.0 9.8 6.7 3.4 2.5 13.9 23.7 62.4
1991 3.0 39 184 9.7 7.1 3.4 24 14.3 22.6 63.1
1992 2.9 4.0 18.6 9.9 7.3 3.4 24 14.2 22.1 63.8
1993 3.0 41 18.6 9.9 7.3 3.4 2.5 13.9 218 64.2
1994 3.1 42 184 9.9 1.2 3.3 24 13.6 22.2 64.2
1995 3.1 42 18.7 10.0 1.2 3.4 24 13.4 22.1 64.6
1996 3.0 43 18.8 10.4 7.1 3.4 24 13.1 22.0 64.9
1997 3.1 42 19.2 10.8 6.9 3.5 24 12.7 21.9 65.3
1998 3.1 44 19.3 11.2 6.9 3.5 24 12.5 21.7 65.8
1999 3.1 47 19.4 11.5 6.8 3.5 23 12.3 211 66.6
2000 3.1 47 19.7 11.6 6.9 3.6 23 12.3 21.2 66.5
2001 2.9 47 20.3 11.5 7.3 3.6 24 124 20.0 67.6
2002 2.9 46 20.5 114 7.6 3.6 24 12.8 19.5 67.8
2003 2.9 45 20.5 114 7.8 3.6 24 12.9 19.3 67.8
2004 2.8 45 20.6 11.5 7.8 3.6 23 12.7 19.6 67.7
2005 2.8 45 204 11.7 7.8 3.6 23 12.6 19.9 67.5

Note (cont’d).—Value added industry data shown in Tables B-12 and B-13 are based on the 1997 North American Industry Classification
System (NAICS). GDP by industry data based on the Standard Industrial Classification (SIC) are available from the Department of Commerce,

Bureau of Economic Analysis.

Historical data for 1947-74 are available from the U.S. Department of Commerce, Bureau of Economic Analysis. See Survey of Current

Business, December 2006, for details.

Source: Department of Commerce, Bureau of Economic Analysis.
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TABLE B—13.—Real gross domestic product by industry, value added, and percent changes, 1975-2005

Private industries

Agri- .
. dGmsi- Total tcul_ . Manufacturing .
ear omestic h ure, on- - ole- !
product %'&’fste forestry, | Mining | struc- | Total Dur- Non- ﬂws sale ?332
- fishing, tion manu- dur- trade
tries and fac- able able
: b goods
hunting turing goods
Chain-type quantity indexes for value added (2000=100)
43916| 41.482| 45885/ 80.253| 68.132| 39.206| 31.649| 53.697| 60.771| 30.899| 34.244
46.256| 43.911 44589 80.136| 73.128| 43.369| 34.910| 59.644| 60.220f 31.994| 36.890
48.391) 46.088| 46.430| 86.262| 74.057| 46.745| 37.736| 64.010| 59.909| 33.611| 38.412
51.085| 48.802| 45.057| 88.929| 78442\ 49.157| 40.159] 66.062| 59.583| 37.065| 40.654
52.699| 50.606| 48.573| 79.749| 81.174| 50.843| 40.808| 70.282| 54.661| 39.888| 40.701
52.579|  50.321| 47.543| 89.978| 74.626| 48.190| 38.476| 67.152| 51.968| 39.782| 38.907
53.904| 51.720| 59.731| 90.260| 67.939| 50.480| 39.563| 72.303| 51.733| 42.074| 40.035
52.860| 50.422| 62.961| 86.329| 59.460| 46.795| 35.645| 69.864| 50.698| 42.096| 39.951
55.249|  52.785| 43.338| 81.175| 62.805| 50.455| 37.953| 76.660| 52.706| 43.770| 44.123
59.220|  56.789| 57.105| 88.849| 72.200| 55.084| 44.042| 76.466| 57.341| 47.143| 48.265
61.666| 59.383| 69.555| 93.077| 79.043| 56.582| 45.187| 78688 60.940| 49.523| 51.232
63.804| 61.137| 68.605| 87.529| 81.818| 56.516| 45550/ 77.515| 64.406| 54.486| 54.187
65.958| 63.367| 71.483| 91.661| 82.448| 60.746| 48859 83.572| 72315 53.070| 52.138
68.684| 66.299| 64.678| 99.992| 85.435| 64.212| 52.843| 85.425 70613 56.444| 56.545
71.116| 68.710] 71.099| 97.072| 87.646| 65.033| 53.696| 86.109| 79.002| 58.603| 58.838
724511 69.905| 74.689| 96.157| 86.543| 64.299| 52.963| 85.419| 84.447| 57.318| 59.794
72.329)  69.779| 75.398| 97.638| 79.137| 63.412| 51.496| 85.835| 85.285| 59.387| 59.483
74.734)  72.363| 83.114| 95.694| 80.026| 65.508| 52.742| 89.669| 85.362| 65.037| 62.960
76.731) 74.291) 72.838| 97.020| 82.010| 68.255| 55.173| 92.943| 85.814| 67.135| 65.351
79.816) 77.765| 84.616| 105.327| 86.586| 73.496| 60.173| 98.369| 89.518| 71.346| 69.806
81.814| 79.722| 73.099| 105.681| 86.312| 76.819| 65218/ 97.783| 93.835 70.800) 72.974
84.842| 83.179| 80.041| 98.85 90.694| 79.682| 69.120| 98.443| 95405 77.261| 79.407
88.658| 87.362| 88315 102.463| 93.267| 84518 75335 100438 91.161) 85648 86.039
92359 91.662| 86.287| 101.682| 97.087| 90.181| 84.355| 99.762| 90.481| 95.431| 90.399
96.469| 96.183| 89.163| 104.300( 99.411| 94.104| 89.627| 101.298| 94.672| 100.412| 95.686
100.000{ 100.000{ 100.000{ 100.000{ 100.000{ 100.000| 100.000| 100.000| 100.000| 100.000{ 100.000
100.751| 100.908| 93.661| 94.715| 100.163| 94.436| 94.031] 95.034| 95.081| 107.003| 106.970
102.362| 102.354| 98.767| 88.719| 98.201| 97.066| 95.663| 99.056| 99.144| 108.059| 109.294
104.931| 105.068| 106.173| 87.922| 96.189| 98.168| 98.169| 98.265| 105.990| 110.380| 113.559
109.031 109.521| 112.686| 88.683| 97.632| 104.520| 105.680| 103.108| 108.540| 111.634| 116.429
112.546 113.170| 112.854| 86.395| 101.466| 106.794| 110.832| 101.801| 109.837| 113.262| 122.274
Percent change from year earlier

-0.2 -0.4 16.1 1.6 -94 -6.9 -9.8 =23 6.5 2.5 0.8
5.3 5.9 -2.8 -1 7.3 10.6 10.3 11.1 -9 35 1.1
46 5.0 4.1 16 1.3 1.8 8.1 13 -5 5.1 4.1
5.6 5.9 -3.0 3.1 59 5.2 6.4 32 -5 10.3 58
32 3.7 18 -10.3 35 34 1.6 6.4 -83 16 1
-2 -6 2.1 128 -8.1 -5.2 -5.7 -4.5 -4.9 -3 4.4
2.5 2.8 25.6 3 -9.0 48 2.8 7.1 -5 5.8 2.9
-1.9 -2.5 5.4 441 -125 -1.3 -9.9 =34 -2.0 1 -2
45 47) =312 -6.0 5.6 7.8 6.5 9.7 4.0 4.0 104
7.2 7.6 31.8 9.5 15.0 9.2 16.0 -3 838 1.1 9.4
4.1 46 218 4.8 9.5 2.7 2.6 2.9 6.3 5.0 6.1
3.5 3.0 -14 -6.0 3.5 -1 8 -1.5 5.7 10.0 5.8
3.4 3.6 4.2 4.7 8 1.5 7.3 7.8 123 -2.6 -3.8
4.1 46 -9.5 9.1 3.6 5.7 8.2 2.2 24 6.4 8.5
3.5 3.6 9.9 -2.9 2.6 13 16 8 119 38 4.1
1.9 1.7 5.0 -9 -1.3 -1.1 -14 -8 6.9 -2.2 16
-2 -2 9 1.5 -8.6 -14 -2.8 5 1.0 3.6 -5
3.3 37 10.2 -2.0 1.1 3.3 2.4 45 1 9.5 58
2.7 27| -124 14 2.5 42 46 37 5 3.2 3.8
4.0 47 16.2 8.6 5.6 7.1 9.1 5.8 4.3 6.3 6.8
2.5 2.5 -13.6 3 -3 45 8.4 -6 48 -8 45
3.7 43 9.5 -6.5 5.1 3.7 6.0 7 1.7 9.1 838
45 5.0 103 3.7 2.8 6.1 9.0 2.0 -4.4 10.9 8.4
42 49 23 -8 41 6.7 12.0 -7 -7 114 5.1
45 49 33 2.6 2.4 44 6.2 15 4.6 5.2 5.8
3.7 4.0 122 4.1 .6 6.3 11.6 -13 56 -4 45
8 9 -6.3 -53 2 -5.6 -6.0 -5.0 -4.9 7.0 7.0
1.6 14 55 -6.3 -2.0 2.8 1.7 4.2 43 1.0 22
2.5 2.7 15 -9 -2.0 11 2.6 -8 6.9 2.1 39
39 4.2 6.1 9 1.5 6.5 1.7 49 24 1.1 25
32 33 1 2.6 39 22 49 -13 1.2 1.5 5.0

1 Consists of agriculture, forestry, fishing, and hunting; mining; construction; and manufacturing.
2Consists of utilities; wholesale trade; retail trade; transportation and warehousing; information; finance, insurance, real estate, rental, and
leasing; professional and business services; educational services, health care, and social assistance; arts, entertainment, recreation, accom-
modation, and food services; and other services, except government.

See next page for continuation of table.
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TABLE B—13.—Real gross domestic product by industry, value added, and percent changes, 1975—
2005—Continued

Private industries—continued
Arts,
Trans- Finance, | Pro- Et%’ncgl enter- Private | Private
por- insur- fes- services tainment, Other goods- | services-
Year ta- Infor- ance, sion- health | Tecrea- | corvicas Govern- || produc- | produc-
tion ma- real al and care tion, excent ment ing ing
and tion estate, busi- and | accom- 0verE1— indus- | indus-
ware- rental, ness social modation, gmem tries! tries?
hous- | and Serv- assis- fand
ing easing ices 00
tance | soryices
Chain-type quantity indexes for value added (2000=100)
38471 25.176| 45.494| 29.732| 51971 42348 68213 73.147|| 45.467| 39.687
41733| 26473 467201 31.391| 54.419| 45554\ 70.997| 74.283|| 49.103| 41.544
43.462| 28.460| 47.363| 34.086| 57.878| 48.641| 71.231| 74973|| 52.269| 43.258
45.697| 31.532| 50358 36.884| 60.672| 52.049| 75.107| 76.694|| 54.587| 46.163
48.252| 34.231| 52965 39.387| 63.234| 53512 75.703| 77.721|| 56.085| 48.120
47.232| 36.394| 55.414| 40529 66.887| 52.407| 74411 79.023|| 53.880| 48.764
46.178| 38.257| 56.573| 41554 68455 54.193| 72329 79.328|| 55.783| 49.923
43.855| 38.155| 56.986| 41345 68.856| 55.695| 69.103| 79.456|| 52.029| 49.794
49.486| 41.017| 58734 44.142| 71.153| 59.784| 72470/ 80.178|| 53.361| 52.637
52.121| 40.717| 61.282| 48.913| 72.366| 62.194| 77.498| 81.038|| 59.454| 55.727
52.715| 42.039| 62.812| 52.748| 73.629| 66.167| 80.936| 83.172|| 62.569| 58.104
53.021| 42.672| 63.965| 56.860| 75.166| 69.642| 82.885| 85.105|| 62.534| 60.576
55.690| 45.764| 65.941| 60.050| 80.273| 68.742| 84.221| 86.753|| 66.173| 62.256
57.990| 47.649| 68.652| 64.420| 80.570| 71.515 89.044| 88.812|| 69.104| 65.186
59.507| 51.150| 70.359| 68.787| 84.002| 73.872| 92.188| 90.984|| 70.366| 68.033
62.281| 53.420| 71.877| 72.073| 87.047| 76.063| 94.369| 93.215|| 69.858| 69.877
65.060| 54.441| 73.051| 69.786| 89.285| 74.232| 91.258| 93.658|| 68.214| 70.319
68.758| 57.568| 74.863| 72.008] 91.728| 77.250| 92.502| 94.134|| 70.330| 73.074
71.988| 61.445 76.931| 73.224| 92.199| 78.787| 95195 94.055|| 72.128| 75.047
71.827| 65.223| 78.506| 75.430] 92.413| 80.604| 98.624| 94.407|| 77.818| 77.745
80.473| 67.996| 80.732| 77.382| 93.503| 83.542| 99.714| 94.250|| 79.572| 79.773
84.585| 72714\ 82.893| 82.053| 94.144| 86.796| 99.072| 94.768|| 82.596| 83.377
88.373| 74.559| 86.786| 87.432| 94.809| 90.310| 99.291| 95.864|| 87.229| 87.407
91.454| 82.252| 90.201| 91.976| 95.603| 93.446| 101.871| 96.923| 91.878| 91.591
95.301| 95.467| 94.994| 96.898] 97.304| 96.836| 100.236| 98.009|| 95.402| 96.434
100.000| 100.000{ 100.000{ 100.000{ 100.000{ 100.000{ 100.000{ 100.000{| 100.000| 100.000
97.354| 104.034| 103.858| 99.346| 103.186| 99.292| 98.337| 100.794||  95.654| 102.584
99.531| 106.263| 104.800| 99.192| 107.527| 101.022| 98.667| 102.467| 96.853| 104.107
101.534| 109.430| 107.288| 103.554| 112.257| 104.138| 100.615| 103.776|| 97.402| 107.496
106.860| 121.914| 111.875| 108.925| 115.926| 107.313| 100.126| 104.302|| 102.125| 111.866
111.117| 132.868 115.182| 115.018 119.964| 108.798| 99.437| 104.994|| 104.243| 116.007
Percent change from year earlier
-6.9 3.7 49 -2.1 6.1 0.9 -0.2 1.2 -4.5 2.1
8.5 5.2 2.7 5.6 47 1.6 4.1 1.6 8.0 47
4.1 7.5 14 8.6 6.4 6.8 3 9 6.4 41
5.1 10.8 6.3 82 48 7.0 5.4 2.3 44 6.7
5.6 8.6 5.2 6.8 42 2.8 8 13 2.7 42
-2.1 6.3 46 2.9 5.8 -2.1 -17 17 -39 13
-2.2 5.1 2.1 25 2.3 3.4 -2.8 4 35 24
-5.0 -3 7 -5 6 2.8 -4.5 2 -6.7 -3
12.8 75 3.1 6.8 3.3 7.3 49 9 2.6 5.7
5.3 -7 43 108 17 4.0 6.9 11 114 5.9
11 3.2 25 7.8 17 6.4 44 2.6 5.2 43
6 15 18 7.8 2.1 5.3 2.4 2.3 -1 43
5.0 7.2 3.1 5.6 6.8 -13 16 19 5.8 2.8
4.1 4.1 4.1 7.3 4 4.0 5.7 2.4 4.4 47
2.6 73 25 6.8 4.3 3.3 3.5 2.4 18 44
47 44 2.2 48 3.6 3.0 2.4 2.5 -7 2.1
45 19 16 -32 2.6 -2.4 -33 5 -2.4 6
5.7 5.7 2.5 32 2.1 4.1 14 5 3.1 3.9
47 6.7 2.8 1.7 5 2.0 2.9 -1 2.6 2.1
8.1 6.1 2.0 3.0 2 2.3 3.6 4 79 3.6
3.4 43 2.8 2.6 1.2 3.6 11 -2 2.3 2.6
5.1 6.9 2.1 6.0 N 3.9 -6 5 38 45
45 2.5 47 6.6 7 4.0 2 12 5.6 48
3.5 103 3.9 5.2 8 3.5 2.6 11 5.3 48
42 16.1 5.3 5.4 18 3.6 -1.6 11 3.8 5.3
49 47 5.3 32 2.8 3.3 -2 2.0 48 3.7
-2.6 4.0 39 -7 3.2 -7 -1.7 8 -4.3 2.6
2.2 2.1 9 -2 42 1.7 3 1.7 13 15
2.0 3.0 2.4 44 44 3.1 2.0 13 6 3.3
5.2 114 43 5.2 3.3 3.0 -5 5 48 41
4.0 9.0 3.0 5.6 35 14 -7 7 2.1 3.7

Note.—Data are based on the 1997 North American Industry Classification System (NAICS).
Historical data for 1947-74 are available from the U.S. Department of Commerce, Bureau of Economic Analysis. See Survey of Current

Business, December 2006, for details.
See Note, Table B-12.

Source: Department of Commerce, Bureau of Economic Analysis.
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TABLE B—14.—Gross value added of nonfinancial corporate business, 1959-2006
[Billions of dollars; quarterly data at seasonally adjusted annual rates]

Net value added Addenda:
Gross
value Net operating surplus
added | Con- Taxes — - | Cani-
of | sump- Com- on ~ Net Busi- Corporate profits with ven- tapl
Year or non- | tion pen- | prod- interest| oo | inventory valuation and ) ton con-
varter finan- | of sa- | uction and | . capital consumption || Profits Va|u¥l- SUMD-
q cial fixed | Total tion and mis- | ot adjustments before tion tim?
corpo- | cap- of  |imports| Total | cel- trans- tax ad- ad-
brate ital employ- Iebss_ la- fer Taxes Profits just- | just-
usi- ees | subsi- neous on cor-
b - | Total after ment | ment
ness ! dies pay- | P porate 4
ments | Ments income | &
266.00 21.1) 2449 170.8| 244 49.7 2.9 13| 455 207 24.8| 434 -03 2.3
276.4| 226 2538 1804 26.6| 46.8 32 14 422 1911 23.1] 401 -2 2.3
283.7| 232 2605 1845 276 484 3.7 15 432 1941 238|| 399 3 3.0
309.8| 239| 2859 199.3| 299/ 56.8 43 1.7] 508 20.6| 30.2|| 4456 0 6.1
329.9| 252 3047, 2101 317/ 629 47 17| 565 228 33.8|| 497 1 6.8
356.1| 264 329.7| 2257 339 702 5.2 2.0 63.0 239| 392 559 -5 1.7
391.2| 284| 362.8) 2454 36.0 814 58 22| 733 27.11 46.2|| 66.1] -l12 8.4
429.0( 315 3974 2729| 37.0f 876 7.0 270 719 2950 484|| 714| -21 85
451.2| 343| 4168 291.1| 39.3| 864 8.4 28| 752 278| 47.3|| 676/ -l6 9.1
497.8| 37.6| 460.2| 321.9| 455 92.8 9.7 31 80.0 335| 46.5| 740 -37 9.7
540.5| 42.4| 4981 357.1) 502 908 127 32| 749 333| 416 71.2| -59 9.6
558.3| 46.8| 511.5| 3765 542| 80.7| 166 33| 609 27.3| 33.6]] 585 6.6 8.9
603.0 50.7| 552.4| 399.4| 595/ 934/ 176 37| 721 300 421} 674 -46 9.3
669.5 56.4| 613.2| 4439 63.7| 1056 186 40/ 83.0 338| 49.2| 792/ -6.6 105
750.8| 62.7| 688.1| 5022/ 70.1| 1158 218 47| 894 404 49.0/| 99.4| -19.6 9.5
809.8| 74.1| 7357 552.2| 74.4| 109.1| 275 41 715 428 347|| 1101 -38.2 5.6
876.7| 81.9| 788.7| 5755/ 80.2| 133.1| 284 50/ 996 419/ 57.7|| 110.7| -10.5 -5
989.7| 97.0| 892.7| 651.4| 86.7| 154.7| 26.0 7.0| 1217 535| 68.2|| 138.2| -14.1| -24
1,119.4) 1105 1,008.8| 735.3| 94.6| 1789 285 9.0/ 1414 60.6| 80.9| 1594 -157/ -2.2
1,272.9] 127.8| 1,145.1| 845.3| 102.7| 197.0/ 334 9.5| 154.1 67.6| 86.6 183.7| -23.7| -5.9
1,415.9| 147.3| 1,268.6| 959.9| 108.8| 200.0, 41.8 9.5| 14838 70.6| 78.1|| 197.0| -40.1| -8.1
1,537.1] 168.2| 1,368.9| 1,049.8| 121.5| 197.6| 542| 10.2| 133.2 68.2| 65.0|| 184.0| —42.1| 8.7
1,746.0{ 191.5| 1,554.5| 1,161.5( 146.7| 246.4| 67.2| 11.4| 167.7 66.0/ 101.7|| 185.0| -24.6 74
1,806.2| 211.2| 1,594.9| 1,203.9| 152.9| 238.1| 774 8.8 1519 488 103.1|| 1399 -7.5] 195
1,933.0| 217.6 1,715.4| 1,266.9| 168.0| 280.5 77.0/ 10.5| 192.9 61.7| 131.2|| 1633 -7.4| 37.1
2,167.5| 230.7| 1,936.8| 1,406.1| 185.0( 345.7| 86.0| 11.7| 248.0 75.9| 172.0|| 197.6] -4.0| 543
2,302.0| 247.4| 2,054.6| 1504.2| 196.6| 353.8) 91.5| 16.1| 246.3 711 175.2|| 1734 0 728
2,387.5 255.3| 2,132.2| 1583.1| 204.6| 3445 951| 27.3| 2221 76.2| 1459|| 149.7 7.1 653
2,557.1| 266.5| 2,290.6| 1,687.8| 216.8| 386.0( 96.4| 29.9| 259.7 94.2| 165.5| 209.8| -16.2| 66.2
2,771.6| 281.6| 2,490.0| 1,812.8| 233.8| 4434| 109.8| 27.4| 306.2| 104.0| 202.3|| 260.4| -22.2| 68.0
2,912.3| 301.6| 2,610.7| 1914.7| 248.2| 447.9| 142.0| 23.0| 282.9| 101.2| 181.7|| 238.7| -16.3| 60.6
3,041.5 319.2| 2,722.3| 2,012.9| 2635 4458 146.2| 254| 274.3 98.5| 175.8]| 239.0| -129 482
3,099.7| 341.4| 2,758.3| 2,048.4| 285.7| 424.2| 1359 26.7| 2615 88.6| 172.9| 2224 49| 342
3,236.0| 353.6| 2,882.3| 2,154.1| 3025 425.7| 111.3| 252| 289.2 194.8]| 258.2| -2.8| 338
,397.8| 363.4| 3,034.4| 2,244.8| 318.8| 470.8| 102.0/ 29.6| 339.2| 108.0| 231.2|| 303.3] -4.0/ 399
3,669.5| 391.5| 3,278.0| 2,381.5| 349.6| 546.9| 101.0| 30.0| 4159 132.9| 283.1|| 380.1| -12.4| 483
3,879.5| 415.0| 3,464.5| 2,509.8| 356.9| 597.8| 115.2| 30.2| 452.5| 141.0| 311.4| 419.3| -183| 515
4,109.5| 436.5| 3,673.0| 2,630.8| 369.1| 673.1| 111.9| 38.0| 5232| 153.1| 370.1f| 4585 31| 616
4,401.8| 467.1| 3,934.7| 2,812.9| 385.5| 736.3| 124.0 39.0| 573.4| 161.9| 4115/ 4942 141 65.0
4,655.01 493.3| 4,161.7| 3,045.6| 398.7| 717.4| 143.8| 352| 5383| 158.6| 379.7|| 449.4| 20.2| 68.7
4,950.8| 523.8| 4,427.0| 3,267.7| 416.6| 742.7) 160.2| 45.0| 537.6] 171.2| 366.3|| 457.9 10| 787
5272.2| 567.8| 4,704.3| 3,544.4| 4434| 7165 191.7| 48.4| 476.4| 170.2| 306.2| 4239 -14.1| 66.6
5293.5| 646.8| 4,646.7| 3,595.9 439.1| 611.8/ 204.0) 50.6| 357.2| 111.7| 2455|| 3106 11.3] 352
5371.7| 643.6| 4,728.2| 3,611.9| 4655 650.8/ 167.4| 54.0| 429.4 97.0| 332.3|| 3363| -22| 953
5558.4| 657.5( 4,900.9| 3,703.2| 4885| 709.2| 152.6| 64.4| 492.1| 1357| 356.4|| 4254 -13.6| 803
59329 686.2| 5246.7| 3,873.4| 522.9| 850.4| 137.8| 60.0| 652.6/ 1853| 467.4| 623.8| -39.8| 68.6
6,369.7| 739.7| 5630.1| 4,099.7| 558.1| 972.2| 156.6| 51.4| 764.2| 251.4| 512.9|| 932.6| -32.6| -135.8
54439 651.8 4,792.1| 3,631.3| 479.2| 681.6| 167.2| 61.0| 453.4| 129.4| 324.0|| 408.6| -25.8| 70.6
5501.6| 655.5| 4,846.1| 3,680.1| 476.9| 689.1| 1555/ 63.8| 469.8| 123.5| 346.4| 3849| -3.3| 882
5603.3| 659.3| 4,944.0| 3,727.0| 495.3| 721.8| 147.2| 66.0| 508.6| 1358| 372.7|| 4288| -53| 85.1
5,684.6| 663.4| 5021.2| 3,774.5| 502.4| 744.2| 140.6| 66.9| 536.6] 154.0| 382.7|| 479.1] -19.9] 775
5780.2| 666.0| 5114.1| 3,794.8| 511.8| 807.5| 1354| 66.5| 605.6| 164.3| 4413| 552.7| -30.0| 829
5878.9| 672.3| 5206.6| 3,834.5 519.5| 852.7| 137.5/ 66.6| 648.7| 186.0| 462.7|| 621.0) -47.5| 75.1
5992.9| 716.8 5276.1| 3,897.7| 524.8| 853.6| 137.8| 40.4| 6754 199.2| 476.2|| 654.3] -38.6] 59.6
6,079.6| 689.7| 5389.9| 3,966.5| 535.6| 887.7| 140.3| 66.5| 681.0( 191.6| 489.4|| 667.3| -43.1| 56.8
6,193.9| 703.3| 5490.6| 4,010.2| 545.6] 934.7| 148.8| 66.4] 719.4| 238.4| 481.0|| 875.5| -39.2| -116.9
6,324.4| 713.2| 5611.3| 4,049.9| 556.8/1,004.6| 152.9| 67.3| 784.3| 244.9| 539.4| 931.4| -21.0{-126.2
6,425.7| 804.9| 56208 4,140.7| 562.9| 917.3| 159.3| 11.1| 746.8] 255.8| 491.0/| 935.0| -30.9|-157.3
6,534.8| 737.2| 5797.6| 4,198.0| 567.2|1,032.4| 1651 60.9| 806.4| 266.4| 540.0|| 988.7| -39.2| -143.0
6,788.2| 733.7| 6,054.5| 4,341.0/ 576.7|1,136.8] 175.1) 60.9] 900.9] 280.9| 620.0(/1,050.6| -22.9| -126.8
6,790.0| 744.4| 6,045.7| 4,350.6| 585.31,109.7| 180.0| 61.7| 868.1| 283.3| 584.8//1,063.5 -58.9|-136.5
6,919.5| 746.3| 6,173.2| 4,403.1| 586.5(1,183.7| 177.2| 62.5| 943.9| 299.6| 644.3|/1,119.2| -38.2| -137.1

L Estimates for nonfinancial corporate business for 2000 and earlier periods are based on the Standard Industrial Classification (SIC); later
estimates are based on the North American Industry Classification System (NAICS).
2With inventory valuation and capital consumption adjustments.

Source: Department of Commerce, Bureau of Economic Analysis.
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TABLE B—15.—Gross value added and price, costs, and profits of nonfinancial corporate business,
1959-2006
[Quarterly data at seasonally adjusted annual rates]

Gross Price per unit of real gross value added of nonfinancial corporate business (dollars)! 2
value ?dded c : :
0 ! orporate profits wit|
nonfinancial ng_' Unit nonlabor cost inventory valuation and
cborporate sgtion T N capitéil consump}ion
usiness axes et adjustments
Year ar quarter (billions of Total? emm;o 3 SS?T?'_ on interest
dollars) e%sy tiurll) produc- and Taxes

Chained (unit Total of tiog lmiscel» Total on Pr?fits
aine " an aneous ota corpo- after
Caent | 6860 e et || e

dollars P ports3 ments income

0.271 0.174 '] 0.051 | 0.022 0.026 | 0.003| 0046 | 0.021 | 0.025

213 178 | 053 .022 .028 .003 .042 .019 .023

274 179 | .054 .022 .028 .004 .042 .019 .023

276 178 | 053 .021 .028 .004 .045 018 .027

218 177|053 .021 .028 .004 .048 .019 .028

.280 178 | 053 .021 .028 .004 .050 .019 .031

284 178 | 053 .021 .028 .004 .053 .020 .034

291 185 | 053 .021 .027 .005 .053 .020 .033

299 193 | .057 .023 .028 .006 .050 .018 .031

310 201 | .059 .023 .030 .006 .050 .021 .029

324 214 | 065 .025 .032 .008 .045 .020 .025

338 228 | .073 .028 .035 010 .037 017 .020

351 233 | .077 .030 037 010 .042 .017 .025

.363 240 | 078 .031 037 010 .045 .018 .027

.384 257 | .081 .032 .038 011 .046 .021 .025

421 287 | .093 .038 .041 014 .040 .022 018

462 303 | .106 .046 .045 015 .052 .022 .030

483 318 | .106 .047 .046 013 .059 .026 .033

.509 334 | 110 .050 .047 013 .064 .028 .037

543 361 117 .055 .048 014 .066 .029 .037

.585 397 | 127 .061 .049 017 .062 .029 .032

642 438 | 148 .070 .055 023 .056 .028 .027

701 466 | 167 .077 .063 027 .067 .026 .041

743 495 | 186 .087 .067 032 .062 .020 .042

759 498 | 185 .085 070 .030 .076 .024 .052

182 507 | .185 .083 071 031 .089 .027 .062

795 5191190 .085 073 032 .085 .025 .060

.806 534 | 196 .086 078 032 075 .026 .049

820 5411 195 .085 079 031 .083 .030 .053

840 549 | 197 .085 079 033 .093 .031 .061

.866 570|213 .090 .081 .042 .084 .030 .054

894 591 | .222 .094 .085 .043 .081 .029 .052

918 607 | 234 101 .093 .040 077 .026 .051

2930 619 | 228 .102 .094 032 .083 .027 .056

.950 628 | 228 .102 .097 .029 .095 .030 .065

.966 627 | 230 .103 .100 027 110 .035 .075

975 631 230 .104 .097 .029 114 .035 078

979 627 | 228 .104 .097 027 125 .036 .088

.985 629 | 228 .105 .095 .028 128 .036 .092

.985 645 | 226 .104 .092 .030 114 .034 .080

.988 652 | 229 .105 .092 .032 .107 .034 .073

1.000 672 | 237 .108 .093 .036 .090 .032 .058

1.013 688 | 257 124 .094 .039 .068 .021 .047

1.019 685 | 253 122 .099 032 .081 018 .063

1.032 687 | 253 122 .103 .028 .091 .025 .066

1.054 688 | 250 122 .104 .024 116 .033 .083

1.088 700 | 257 126 .104 027 131 .043 .088

1.027 685 | 257 123 102 032 .086 .024 .061

1.029 689 | 253 123 101 .029 .088 .023 .065

1.033 687 | 252 122 103 027 .094 .025 .069

1.037 689 | 251 121 .104 .026 .098 .028 .070

1.042 684 | 248 120 .104 .024 .109 .030 .080

1.052 .686 | 250 120 105 025 116 .033 .083

1.056 686 | .250 126 .100 .024 119 .035 .084

1.066 695 | 252 121 .106 025 119 .034 .086

1.075 696 | .254 122 .106 .026 125 .041 .083

1.082 693 | 255 122 107 .026 134 .042 .092

1.094 705 | .262 137 .098 027 127 .044 .084

1.102 708 | 258 124 .106 .028 136 .045 .091

1111 J10 | 283 120 .104 .029 147 .046 101

1.119 J17 | .260 123 107 .030 143 .047 .096

1.120 J13 | 285 121 105 .029 153 .049 .104

LEstimates for nonfinancial corporate business for 2000 and earlier periods are based on the Standard Industrial Classification (SIC); later

estimates are based on the North American Industry Classification System (NAICS).
2The implicit price deflator for gross value added of nonfinancial corporate business divided by 100.

3Less subsidies plus business current transfer payments.
4Unit profits from current production.
5With inventory valuation and capital consumption adjustments.

Source: Department of Commerce, Bureau of Economic Analysis.
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TABLE B—16.—Personal consumption expenditures, 1959-2006
[Billions of dollars; quarterly data at seasonally adjusted annual rates]

Durable goods Nondurable goods Services

Personal Furni- Household
Year or su?r?;t}on ’\ceuﬁ?f B”r{g Cloth- | Gaso- | Fuel operation | yrans- Medi-
quarter oy endi- | Total! | cles | house- | Total | Food - 223 aunllj Total ! "Ilg;s? Elec- | B0 | cal
tures and fold shoes | oil |coal Total! tricity tion | ¢are

parts | equip- and

ment gas

126.5| 4501 187 76| 106/ 164
135.6| 482 203 83| 112\ 177

3176 427) 189 181| 1485 806 264 113

1,280.8| 467.2| 187.6| 314.7/1,456.3
297.2 .

IEwW NN VW DDUIR HOOUTWI=W DENOONUTRNI— WD

NSO Wl BNI—O LT NN NwWON NooowiNy

O 0000000 OO0 N~~~ 0000~~~ DU

GO OO e AR RE ORRRRWD WROWWNNNNRNN i —

ncludes other items not shown separately.
2|ncludes imputed rental value of owner-occupied housing.

Source: Department of Commerce, Bureau of Economic Analysis.
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TABLE B—17.—Real personal consumption expenditures, 1990—2006
[Billions of chained (2000) dollars; quarterly data at seasonally adjusted annual rates]

Durable goods Nondurable goods Services
Furni- Household
Year or "\m?f taur{g Cloth- | Gaso- | Fuel operation
quarter 1 _ 1 ing line oil 1 ~
Total cleg hgulsde Total! | Food | % | and | ang | Total tE!eg:t
an 0 - 1 | tricity
parts | equip- shoes | il | coal Total and
ment gas
4535 256.1| 119.9| 1484.0| 784.4 1882 141.8| 16.7| 2,851.7 266.4| 117.4
4279| 226.6| 121.1| 1480.5| 783.3| 188.8| 140.3| 16.6| 2,900.0 269.9| 121.1
453.01 2449 127.8| 1510.1] 787.9| 199.2| 146.0| 17.0| 3,000.8 277.4| 1204
488.4| 259.2| 141.1| 15504 802.2| 207.4| 149.7| 17.4| 3,085.7 291.1| 126.8
529.4| 276.2| 156.8| 1603.9| 821.8| 218.5| 151.7| 18.2| 3,76.6 3033 128.8
552.6| 272.3| 173.3| 1,638.6| 827.1| 227.4| 1545 18.7| 3,259.9 3129| 130.2
595.9| 285.4| 193.4| 1680.4| 834.7| 238.7| 157.9| 18.4| 3356.0 327.3| 1347
646.9| 304.7| 216.3| 1,7253| 845.2| 246.0| 162.8| 16.9| 3,468.0 3404 133.7
720.3| 339.0| 244.7| 1794.4| 865.6| 263.1] 170.3| 16.0| 3,615.0 357.1| 136.7
804.6| 372.4| 280.7| 1876.6| 893.6| 282.7| 176.3| 16.4| 3,758.0 3719| 138.1
863.3| 386.5| 312.9| 1947.2| 9256.2| 297.7| 175.7| 15.8| 3,928.8 390.1| 1433 .
900.7| 405.8| 331.8 1986.7| 940.2| 303.7| 178.3| 15.2| 4,023.2|1, 39101 140.9 .
964.8| 429.0| 364.3| 2,037.1| 954.6| 318.3| 181.9| 15.5| 4,100.4 3932 1449 .
1,020.6| 442.11 397.8| 2,103.0| 977.7| 334.2| 183.2| 154| 41788 398.8| 147.5 8
1,085.7| 450.4| 446.0| 2,179.2/1,011.0) 350.9| 186.0| 14.6| 4323.9 409.3| 149.8 .
1,145.3| 452.9| 490.6| 2,276.8/1,065.7| 372.7| 185.9| 13.7| 4436.6 418.0| 153.8 .
971.4| 424.8| 373.3| 2,072.5| 969.4| 323.9| 181.6| 15.6| 4,143.3 397.5 148.6 0.5
1,009.8| 442.3| 388.7| 2,084.2| 970.3| 332.2| 181.9| 14.9| 41613 397.4| 146.7 74
1,049.6| 454.8| 410.0| 2,123.0/ 985.3| 340.8| 183.9| 15.4| 4,190.7 398.0| 1459 4.2
1,051.4| 446.4| 419.1| 2,132.5| 985.8| 340.1| 185.2| 15.8| 4,220.2 402.3| 1488 1.0
1,067.0| 449.0] 430.3| 2,1556.3| 999.6| 349.8| 186.0| 15.0| 4,268.2 405.0/ 1504 9.1
1,071.4| 4447 440.1| 2,164.3/1,003.7| 3455 186.1| 14.8| 4308.4 407.5| 1488 0.8
1,093.9] 451.3| 453.0| 2,184.0/1,011.0/ 351.1| 185.3| 14.8| 43415 409.0| 147.0 4.2
1,110.3| 456.5] 460.8| 2,213.1/1,029.6| 357.2| 186.4| 14.0| 43774 4156] 153.2 5.1
1,116.8| 447.7| 471.2| 2,2415/1,043.7| 362.8| 188.7| 14.4| 43953 4159] 1533 3.4
1,150.8| 463.0| 482.0| 2,268.4/1,058.5| 371.1| 186.7| 14.1| 4420.0 416.9] 1532 3.8
1,175.9| 474.6| 497.7| 2,287.6/1,074.9| 373.9| 184.2| 13.6| 44545 419.41 1540 7.5
1,137.9] 4263 511.5| 2,309.6/1,085.7| 383.1| 183.9| 12.8| 4476.7 419.8| 1547 9.0
1,190.5| 445.1| 538.5| 2,342.8/1,103.4| 391.1| 183.9| 12.2| 44945 4043 1417 2.6
1,190.3| 443.7| 542.9| 2,351.1/1,108.8| 387.4| 183.5| 12.9| 45354 4125 147.0 0.9
1,208.8| 452.9| 551.7| 2,360.1/1,106.8| 392.6| 186.6| 12.3| 4,566.6 422.1| 1544 7.6

Lncludes other items not shown separately. )
2|Includes imputed rental value of owner-occupied housing.

Note.—See Table B-2 for data for total personal consumption expenditures for 1959-89.
Source: Department of Commerce, Bureau of Economic Analysis.
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TABLE B—18.—Private fixed investment by type, 1959—-2006
[Billions of dollars; quarterly data at seasonally adjusted annual rates]

Nonresidential Residential
Equipment and software Structures
! Information processing equip-
Private
Yeartor .ﬁxe% L%tnal N ment and software » Trans. Total N
quarter | invest- | o ruc- Com- ndus- | portas | other | 1eS- in-
ment dten[ tures | 7ot ptaters ot eard?;l) tion equip( gg?l Total! éﬂg
ia and pe- | Soft- equip- | men -
Total ripheral | ware Other | ment ment ily
equip-
ment
18.1 2841 40 0.0 00| 40 8.5 8.3 76| 281| 215| 167
19.6 298| 49 2 1| 46 9.4 8.5 7.1 263 258] 149
19.7 2911 53 3 2| 48 8.8 8.0 700 264 259] 141
20.8 323 5.7 3 2| 51 9.3 9.8 75| 290 284 151
21.2 348 6.5 7 4| 54 10.0 9.4 88| 321| 31.5| 16.0
23.7 392 74 9 50 59 114 10.6 99| 343| 336| 176
28.3 465| 85 1.2 Il 67 13.7 132 11.0| 342 335| 178
31.3 5401 10.7 1.7 10| 8.0 16.2 145 127 323 316| 166
315 5491 113 1.9 12| 82 16.9 143 124 324| 316| 168
33.6 599 119 1.9 13] 87 173 17.6 130 387 379] 195
37.7 67.0| 146 2.4 18] 104 19.1 189 144| 426| 416] 197
40.3 68.7| 16.6 2.1 23| 116 20.3 16.2 156| 414 402] 175
427 715] 173 2.8 24| 122 195 18.4 16.3| 558| 545| 258
47.2 81.7] 195 3.5 28| 132 21.4 21.8 190 69.7| 681] 328
55.0 98.3| 23.1 3.5 32| 163 26.0 26.6 226| 753| 736| 352
612 1082| 27.0 3.9 39| 192 30.7 26.3 243| 66.0| 641| 297
61.4| 1124| 285 3.6 48| 202 31.3 25.2 2741 627| 608| 29.6
659 1264 327 44 52| 231 34.1 30.0 296| 825| 804 439
746| 154.1| 39.2 5.7 55| 28.0 39.4 39.3 36.3| 110.3| 107.9| 62.2
936| 187.0| 487 7.6 63| 348 47.7 473 432 1316| 1289| 72.8
117.7| 216.2| 585 102 81| 402 56.2 53.6 47.9| 141.0| 137.8| 723
136.2| 226.2| 688 125 98| 464 60.7 484 48.3| 123.2] 119.8| 529
167.3| 252.7| 815 17.1| 11.8] 525 65.5 50.6 55.2| 122.6| 118.9| 52.0
177.6| 2489| 883 18.9| 14.0| 553 62.7 146.8 51.2| 105.7| 102.0| 415
154.3| 262.9100.1 239 164| 59.8 58.9 53.5 50.4| 1529| 1486| 72.5
1774 3122|1215 316 204| 69.6 68.1 64.4 58.1| 180.6| 1759| 86.4
1945| 331.7]130.3 337 23.8| 729 72.5 69.0 599 188.2| 183.1| 87.4
176.5| 343.3|136.8 334| 256| 71.7 75.4 70.5 60.7| 220.1| 214.6|104.1
174.2| 3499|1412 358 29.0| 764 76.7 68.1 639 2337| 227.9|117.2
182.8| 381.0| 154.9 380 342| 828 84.2 72.9 69.0 239.3| 233.2|120.1
193.7| 4140|1726 431| 419| 876 93.3 67.9 80.2| 239.5| 233.4|120.9
202.9| 4195|1772 386( 47.6| 90.9 92.1 70.0 80.2| 224.0| 218.0|112.9
183.6| 414611829 37.7| 53.7| 915 89.3 71.5 708 20511 199.4
172.6| 439.6|199.9 440| 57.9| 98.1 93.0 74.7 72.0| 236.3| 230.4|122.0
177.2| 489412176 479| 64.3| 1054| 102.2 89.4 80.2| 266.0| 259.9|140.1
186.8| 544.6| 235.2 5241 68.3| 1146| 1136] 107.7 88.1| 301.9| 295.6|162.3
207.3| 602.8| 263.0 66.1| 74.6| 122.3| 129.0| 116.1 9471 302.8| 296.5|153.5
2246 650.8|290.1 72.8| 855| 131.9| 136.5| 1232| 101.0| 334.1| 327.8|1708
250.3 | 71831 3303 814 107.5| 141.4| 1404| 1355| 112.1| 349.1| 342.8]175.2
275.2| 777.3| 3634 87.2| 124.0| 152.2| 146.4| 144.0| 123.5| 385.8| 379.3|199.4
282.2| 851.7|411.0 96.0| 152.6| 162.4| 147.0| 167.6| 126.0| 424.9| 417.8| 2238
. . 3132 9189 467.6| 101.4| 176.2| 190.0| 159.2| 160.8| 131.2| 446.9| 439.5| 236.8
,646. . 3226| 854.2|437.0 85.4| 174.7| 177.0| 146.7| 1417| 128.8| 469.3| 4619 249.1
. . 279.2| 787.1| 3994 77.2| 167.6| 1545| 1357| 1263| 1257| 503.9| 496.3| 265.9
8| 1,077.4| 277.2| 800.2 | 406.7 77.8| 171.4| 157.5| 140.7| 1183| 134.5| 572.4| 564.5| 310.6
6| 1,1553| 300.8| 854.5|431.6 82.3| 184.3| 164.9| 1384| 1416| 143.0| 675.3| 666.8|377.6
2,036.2| 1,265.7| 338.6| 927.1|4543 85.1| 194.0| 175.2| 155.1| 1583| 159.4| 770.4| 7613|4335
oo | 1,583.3| 1,04401 269.9| 774113938 75.3| 166.1| 152.4| 141.1| 1104| 128.8| 539.3| 531.8|291.0
Il...| 1,620.6| 1,067.4| 279.2| 788.2|394.9 735 167.5| 153.9| 1449| 1173| 131.1| 553.2| 545.5]| 296.0
Il .. | 1,678.7| 1,093.3| 280.2| 813.2|4125 79.11 174.6| 158.8| 1413| 121.3| 138.1| 585.4| 577.4]314.2
V.| 1,716.4| 1,104.8| 279.6| 8252|4255 83.4| 177.4| 164.7| 1354| 1243| 139.9| 611.6| 603.5| 341.0
2004:1 ... | 1,743.9| 1,112.1| 286.5| 825.6|430.0 814 181.6| 167.0| 1345| 1229| 138.2| 631.8| 623.5|353.5
Il...| 1,812.8] 1,137.6| 296.8| 840.8|428.1 79.0( 181.9| 167.2| 1343| 1369| 141.4| 675.2| 666.9| 376.4
.| 1,862.9| 1,170.0| 306.4| 863.6| 4315 83.0| 1854| 163.1| 1409| 146.6| 144.6| 692.9| 684.4 388.9
IV .| 1,9029| 1,201.5| 313.6| 887.9|436.5 85.9| 188.3| 162.3| 143.7| 159.8| 147.9| 701.4| 692.7| 3915
2005:1 ... | 1954.1| 1,230.0| 326.5| 9035 447.0 85.4| 189.7| 171.8| 150.1| 1555| 150.9| 724.1| 7153|4074
Il...| 2,016.7| 1,251.8| 332.0| 919.8| 4523 85.3| 193.8| 173.3| 149.5| 158.0| 159.9| 764.9| 755.8]|427.5
.| 2,067.9| 1,276.7| 336.3| 940.4| 456.6 83.9| 1956 177.2| 157.0| 165.0| 161.8| 791.2| 782.0| 4436
IV..| 2,105.8| 1,304.3| 359.7| 9447|4613 85.9| 196.9| 178.4| 1639| 1546| 164.9| 801.5| 792.1| 4555
2006:1 ... | 2,167.7| 1,359.2| 378.2| 981.0 4824 88.0| 203.6| 190.8| 163.4| 165.7| 169.4| 808.5| 798.7| 458.2
Il...| 2,174.8| 1,384.3| 406.3| 977.9|479.9 85.9( 207.0| 187.1| 170.1| 155.9| 172.1| 790.6| 780.8|437.0
.| 21714 1,4208| 426.9| 994.0| 489.6 87.2| 210.8| 191.7| 172.0| 157.5| 174.9| 750.5| 740.7|401.0

Hncludes other items, not shown separately.
Source: Department of Commerce, Bureau of Economic Analysis.
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TABLE B—19.—Real private fixed investment by type, 1990—2006
[Billions of chained (2000) dollars; quarterly data at seasonally adjusted annual rates]

Residential
Equipment and software Structures
Information processing equipment
Year or Tn%t:_l Total
quarter resic Sttrucf Ir;d_u?f Other Eesuf Sinel
ures ria : en- ingle
den- Total equip- equip- | figl2 | To81” | family
Other ment
2752 355.0 80.1 109.2 96.0 2989| 292.6| 154.2
2446 3459 79.6| 102.2 82.0| 270.2| 264.0| 135.1
2299 3711 84.4| 104.0 81.6| 307.6| 301.4| 164.1
2283 4174 90.9| 1129 89.3| 332.7| 326.4| 179.7
2323|4672 99.4| 1229 96.5| 364.8| 358.6( 198.9
24711 5231 107.0| 1349 101.7| 353.1| 346.8| 180.6
2611 5787 117.2| 1399 105.6 | 381.3| 375.1] 197.3
280.1| 6583 127.3| 143.0 115.8 | 388.6| 382.4| 196.6
2945|7456 1432| 1481 125.7| 418.3| 4119] 218.1
2932 8402 158.0| 1479 126.7| 443.6| 436.6| 2342
23211 3132 9189 190.0| 159.2 131.2| 446.9| 439.5| 236.8
5| 306.1| 874.2 181.7| 1457 126.9| 448.5| 441.1| 237.1
071.5] 253.8| 8202 161.1| 1345 122.9| 469.9| 462.2| 2463
1,081.8| 2435 843.1 167.1| 1384 130.4| 509.4| 501.2| 2726
1,1458| 248.7| 904.2 180.7| 132.7 137.6| 559.9| 550.9| 305.0
1,2238| 251.5| 9849 193.6| 1435 147.3| 608.0| 598.5| 336.3
o 1,047.5| 2382 813.3 160.2 139.1 125.1| 484.1| 476.4| 2574
Il ... 1,074.5| 246.5 831.7 162.4 142.7 127.1| 496.3| 488.3| 262.4
I .. 1,098.8| 246.0 857.8 168.7 138.9 133.8| 521.8| 513.5| 276.9
v . 1,106.5| 243.1 869.5 177.0 132.8 135.5| 5352| 526.7| 293.6
2004:1 ... 1,111.2| 245.0| 872.0 181.5| 130.6 134.4| 539.2| 5305| 294.8
Il ... 1,130.7| 249.1| 8876 182.9| 1294 136.1| 564.1| 555.2| 306.0
I .. 1,158.8| 251.0| 915.1 179.1| 1347 139.0| 568.6| 559.4| 310.2
v 1,182.3| 249.7| 9420 179.2| 1361 141.1| 567.7| 558.4| 308.7
2005:1 ... 1,199.7| 253.0| 956.5 189.3| 1404 141.3| 582.8| 5735| 321.1
Il ... 12148 251.7| 9748 191.5| 1384 148.0| 609.9| 600.4| 3347
.. 1,232.4| 247.1| 1,000.6 196.0| 1449 148.8| 620.4| 610.8| 3426
v 1,248.2| 254.2| 1,007.6 197.5| 150.4 151.2| 618.9| 609.2| 346.6
2006:1 1,288.8| 259.6| 1,044.8 211.6 149.0 154.3| 618.5| 608.5| 345.1
1,302.8| 271.9| 1,041.2 206.7 153.9 157.1| 600.5| 590.6| 327.1
.. 1,334.2| 282.0| 1,060.7 2113 153.9 158.6| 570.3| 560.6| 300.8

IFor details on this component see Survey of Current Business, Table 5.3.6, Table 5.3.1 for growth rates, Table 5.3.2 for contributions, and

Table 5.3.3 for quantity indexes.

2|Includes other items, not shown separately.

Source: Department of Commerce, Bureau of Economic Analysis.



TABLE B—20.—Government consumption expenditures and gross investment by type, 1959-2006
[Billions of dollars; quarterly data at seasonally adjusted annual rates]

Government consumption expenditures and gross investment

Federal
State and local
National defense Nondefense
Year or Gross Gross Gross
quarter Total Con- investment Con- investment Con- investment
Total sump- f sump- ) sump- :
Total | tion EQuip-| Total | “tion EQUID- | Total | "tion Equip-
expend- | Struc- | 214 expend- | Struc- | o expend- | Struc- | 214
itures | tures soft- itures | tures soft- itures | tures soft-
ware ware ware
1100 654| 538 40.1 25 112 115 9.8 15 0.2 4.7 307 128 1.1
1116| 641 534 41.0 22| 101 107 8.7 1.7 3 475 335 127 1.2
1195 67.9| 56.5 42.1 241 115| 114 9.0 19 6 51.6 366 138 1.3
1301 753| 61.1 46.6 20 125| 142 11.3 2.1 8 549 39.0| 145 13
1364| 769| 61.0 433 16 110| 159 12.4 23 1.2 59.5 419 16.0 15
1432| 785| 603 43.8 131 102| 182 14.0 2.5 1.6 64.8 458\ 172 1.8
151.5| 80.4| 60.6 50.6 11 89| 198 15.1 28 1.9 71.0 50.21 19.0 1.9
1718| 925| 71.7 60.0 1.3 105| 208 15.9 28 21 79.2 56.11 210 2.1
192.7| 104.8| 83.5 70.0 12 123| 213 17.1 22 1.9 87.9 626 23.0 2.3
2094 11141 893 772 121 109| 221 18.3 21 1.7 98.0 7041 252 24
2215 1134| 895 78.2 1.5 99| 238 20.2 1.9 1.7 108.2 799 256 2.7
233.8| 1135| 876 76.6 1.3 98| 258 22.1 2.1 17 120.3 91.5| 258 3.0
246.5| 113.7| 846 77.1 1.8 57| 29.1 24.9 2.5 1.7 132.8 102.71 27.0 31
263.5| 119.7| 87.0 79.5 1.8 57| 327 28.2 2.7 1.8 143.8 1132} 271 35
281.7| 1225| 882 794 2.1 66| 343 29.4 3.1 1.8 159.2 126.0] 29.1 11
317.9| 1346| 956 84.5 2.2 89| 39.0 334 34 2.2 183.4 14371 347 49
357.7| 149.1| 103.9 90.9 23| 107| 451 38.7 41 24 208.7 165.1] 381 55
383.0| 159.7| 111.1 95.8 2.1 132| 486 414 46 2.7 2233 1795 381 5.7
41411 1754 1209 104.2 241 144| 545 46.5 5.0 3.0 238.7 1959 36.9 59
453.6| 190.9| 130.5 112.7 25| 153| 604 50.6 6.1 3.7 262.6 2132 428 6.6
500.8 | 210.6| 1452 1238 25| 189| 654 55.1 6.3 4.0 290.2 2333 49.0 78
566.2 | 243.8| 168.0 1437 32| 211 758 63.8 7.1 49 322.4 2584 551 89
627.5| 280.2| 196.3 167.3 32| 257| 840 71.0 1.1 53 347.3 282.3| 554 9.5
680.5| 310.8| 2259 191.2 40| 308| 849 721 6.8 6.0 369.7 3049 542| 10.6
733.5| 342.9| 250.7 208.8 48| 37.11 923 71.7 6.7 7.8 390.5 3241 542| 122
797.0| 374.4| 281.6 232.9 49| 438 92.8 77.1 7.0 8.7 422.6 347.71 605 144
879.0| 412.8| 311.2 263.7 6.2 51.3| 1016 84.7 13 96| 4662 381.8| 676| 168
949.3 | 438.6| 3309 268.0 6.8 56.1| 107.8 90.3 8.0 9.5 510.7 4179 742| 186
999.5| 460.1| 350.0 283.6 77| 588| 110.0 90.6 90| 104 539.4| 4409| 78.8| 196
1,039.0 | 462.3| 354.9 293.6 741 539| 1074 88.9 68| 117 576.7 4704 848 215
1,099.1| 482.2| 362.2 299.5 6.4| 56.3| 120.0 99.7 69| 134 616.9 502.1| 88.7| 26.0
1,180.2 | 508.3| 374.0 308.1 6.1 59.8| 1343 1117 80| 146 671.9 5446\ 985| 287
1,2344| 527.7| 383.2 319.8 46| 58.8| 1445 119.7 92| 157 706.7 574.6| 1032 28.9
1,271.0| 533.9| 376.9 3153 52| 56.3| 157.0 129.8| 10.3| 169 737.0 602.7| 1042| 30.1
1,291.2| 525.2| 362.9 307.6 51| 50.1| 1624 13421 112 169 766.0 630.3| 1045| 31.2
1,325.5| 519.1| 353.7 300.7 57| 47.2| 1655 140.11 105 149 806.3 663.3| 108.7| 343
1,369.2 | 519.2| 3487 297.3 63| 451| 1705 1432 10.8| 165 850.0 696.1| 117.3| 36.7
1,416.0| 527.4| 3546 302.5 6.7 454| 1728 1438 112 179 888.6 724.8| 1268| 36.9
1,468.7| 530.9| 349.6 304.7 57| 39.2| 1813 153.0 98| 185 937.8 758.9| 139.5| 394
1,518.3| 530.4| 3457 300.7 511 399| 1847 1539 106 202 987.9 801.4| 1436| 43.0
1,620.8 | 555.8| 360.6 312.9 50| 428| 195.2 162.2| 106 22.4| 1,065.0 858.9| 159.7| 464
1,721.6 | 578.8| 370.3 3215 50| 43.8| 2085 177.8 83| 223| 11428 917.8| 176.0| 49.0
1,825.6| 612.9| 392.6 342.4 46| 456 2203 189.5 83| 225| 12128 969.8| 1924| 50.6
1,961.1| 679.7| 437.1 381.7 44| 51.0( 2425 209.9 99| 228| 12815| 1,0253| 2059| 50.2
2,092.5| 756.4| 497.2 436.8 53| 552| 259.2 226.0| 101 23.1| 1336.0| 1,073.8| 212.0| 503
2,226.2 | 825.9| 551.2 183.7 51| 624| 2747 240.7 96| 243| 1,4003| 1,1303| 2184| 516
2,372.8 | 878.3| 589.3 516.9 52| 67.2| 289.0 2517 102 27.1| 1,4944| 12072 2335| 538
.| 2,0503] 7259 467.4| 4106 48| 52.0( 2585 226.3 99| 224| 13244| 10652| 2093| 499
Il .. | 2,087.7| 762.2| 506.9| 4469 50| 55.0| 2553 2216 104| 234 13255| 1,066.7| 209.1| 49.7
.| 2,1082| 764.8| 501.5| 439.7 57| 56.1| 2633 22941 105| 234 13433| 1076.2| 216.6| 505
V.| 21237| 772.8| 513.1 450.0 57| 57.5| 259.7 226.5 98| 234| 13509| 1,086.9| 213.0| 51.0
2004:1 ... | 2,174.4| 808.2| 537.7 4742 51| 5841 2705 238.0 91| 234| 1366.3| 1,1039| 211.3| 510
Il .| 22151 823.8| 548.1 481.0 47| 62.3| 2757 2415 99| 243| 1391.4| 1,209| 219.3| 511
.| 2,247.3| 838.4| 564.1 4945 52| 644 2743 2403| 100| 24.0| 1409.0| 1136.6| 220.7| 51.7
V.| 2268.0| 833.2| 555.1 4853 53| 64.6] 2781 243.0 94| 257| 14348 1160.0| 222.3| 525
2005:1 2,316.2 | 862.9| 576.8 507.7 52| 63.9| 286.0 250.3 98| 26.0| 14533| 11746| 2256| 53.1
Il 2,348.9 | 868.4| 584.3 512.1 50| 67.2| 284.1 248.7 92| 262| 14805| 1,1928| 2340| 537
Il 2,402.4 | 895.8| 605.0 530.9 510 69.0| 290.7 253.4 99| 275| 1506.6| 1217.8| 2346| 54.1
IV .| 2,4236| 886.2| 590.9 516.9 54| 686| 2953 25421 121 29.0| 1537.4| 12434| 239.8| 542
2006:1 ... | 2,479.6| 921.7| 613.5 537.7 52| 706| 308.2 2659 118 30.6| 1557.9| 1256.2| 246.8| 549
.. | 25139] 919.7| 616.5 537.7 511 73.7| 303.2 2646 100 28.6| 15942| 1280.7| 2581| 554
.| 2,542.1| 927.2| 618.1 539.3 52| 73.6| 309.0 269.8| 101 29.2| 16149| 13000| 259.2| 558

Source: Department of Commerce, Bureau of Economic Analysis.
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TABLE B—21.—Real government consumption expenditures and gross investment by type, 1990—-2006
[Billions of chained (2000) dollars; quarterly data at seasonally adjusted annual rates]

Government consumption expenditures and gross investment

Federal
State and local
National defense Nondefense
Year or ~ Gross ~ Gross ~ Gross
quarter Total Con- investment Con- investment Con- investment
Total sump- ! sump- f sump- )
Total | tion EQuiB- | Total | "tion EQuip- | rotal | "tion Equip-
expend- | Struc- | 0y expend- | Struc- | T ns expend- | Struc- | "o
itures | tures soft- itures | tures soft- itures | tures soft-
ware ware ware
404.9 86| 64.2| 1786 156.5| 106 129 868.4| 7142\ 1321 25.0
404.4 64| 61.8| 182.8 15841 11.8| 137 886.8| 729.0| 136.5| 248
3835 70| 58.7| 1954 1682 132 150 906.5 746.5| 137.0] 259
367.2 64| 51.1| 1941 166.0| 14.1| 150 919.5 761.4| 1339| 2638
350.6 7.1 46.8| 1917 167.3| 127 133 943.3 780.6| 1349] 295
338.1 741 437 191.0 1647 126 147 968.3 798.4| 1395| 317
3322 17| 438 189.6 1611 127 164 990.5 812.8| 1463| 327
328.1 64| 389| 1945 1666 109| 17.5] 10259 834.9| 155.8| 36.1
319.8 55| 40.1] 1959 1648 11.5| 19.8| 10630 866.4| 1556| 41.2
324.6 52| 425| 2015 1681 11.1| 223| 11132 900.3| 167.0] 459
321.5 50| 438/ 208.5 177.8 83| 223| 11428| 917.8| 176.0| 49.0
334.1 441 464 2165 185.8 80| 227| 1,179.0 941.2| 186.0| 517
356.7 42| 52.6| 2302 197.3 93| 235| 12154| 969.4| 1935| 525
387.5 48] 56.9| 238.0 204.5 93| 242| 12178| 969.8| 1947| 534
408.3 441 633 2410 207.0 85| 25.6| 12239 979.6| 189.5| 55.0
4133 42| 67.3| 2437 207.3 84| 286| 1,2304| 983.0| 1857| 57.3
366.3 44| 537\ 2384 205.8 92| 233| 12169 971.1| 193.1| 526
397.1 46| 56.7| 2345 200.6 96| 243| 12144] 969.3| 1924| 527
389.4 51| 57.9| 2415 207.2 97| 245| 12208| 968.4| 1988| 537
397.0 51| 59.4| 2378 204.2 89| 246| 12190 9702 1945| 544
406.9 45| 60.0( 239.9 207.0 82| 246| 12204] 9749| 191.1| 545
406.9 41| 633 2419 207.7 88| 255| 1,2268| 978.6| 193.8| 545
4152 45| 652 240.1 206.2 87| 253| 12241 980.5| 188.6| 55.2
404.2 45| 649 2421 207.3 81| 27.0| 12243 984.3| 1845| 559
410.2 441 63.9| 2428 207.7 82| 213| 12263 984.7| 1856 56.5
4109 42| 67.3| 240.1 205.4 7.7 21.5| 1,230.9 986.0| 188.3| 57.1
4219 42| 69.3| 2438 207.5 81| 29.0| 12305 989.5| 184.3| 57.6
410.0 43| 68.6| 248.0 208.7 9.7| 306| 12337 991.9| 184.7| 58.1
419.0 41| 703 253.1 212.8 93] 323| 12420 996.1| 188.0| 589
4147 39| 73.0| 247.0 210.1 771 30.1| 1,2544] 1,001.2| 1945| 593
413.7 40| 723 2509 2134 7.7 309| 1,260.3| 1,009.0| 192.2| 60.0
Note.—See Table B-2 for data for total government consumption expenditures and gross investment for 1959-89

Source: Department of Commerce, Bureau of Economic Analysis.
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TABLE B—22.—Private inventories and domestic final sales by industry, 1959-2006
[Billions of dollars, except as noted; seasonally adjusted]

Private inventories? Final Ratio of private
sales inventories
Min_ilr_]g, of dto final sbales of
Quarter utili- Manu- | Whole- 4| Other domes- omestic business
Total2 | Farm t;‘% fac- sale ';fatgél indusz— f':?r;’? tic
constryc- | turing | trade tries nb:SSSI-a Total | Nonfarm
tion2
Fourth quarter:
1959 e 1329 421 417 165| 205 6.1 90.8 31.6 4.20 2.87
487 169 219 6.1 93.5 32.7 4.17 2.86
50.1 173 213 6.6 95.2 343 4.07 2.78
53.2 180 227 6.6 100.5 36.0 4.09 2.79
55.1 1951 239 7.1 105.5 38.3 3.91 2.75
58.6 208 | 252 7.7 1122 41.2 3.75 2.73
63.4 225 | 280 8.3 1222 453 3.73 2.70
73.0 258 | 306 8.9 138.3 47.8 3.88 2.89
79.9 28.1 | 309 10.1 149.1 503 3.87 2.96
85.1 293 | 342 10.6 159.3 554 3.76 2.87
92.6 325 | 315 12.0 174.6 59.1 3.85 2.95
95.5 36.4 | 385 12.9 1833 62.4 3.78 2.94
96.6 394 447 137 194.4 68.0 3.73 2.86
102.1 4311 498 148 209.9 76.3 3.72 2.75
1215 51.7 | 584 17.7 249.4 843 4.18 2.96
162.6 66.9 | 639 24.7 318.1 90.4 4.49 3.52
162.2 66.5| 644 25.9 319.0 | 1017 4.02 3.14
1787 7411 730 28.5 3542\ 1119 3.93 3.17
1932 84.0 | 809 33.3 3914 1248 3.86 3.14
219.8 99.0 | 941 38.8 45171 1447 3.95 3.12
261.8 | 1195 | 1047 46.6 532.6 | 160.1 417 3.33
2934 1394 1117 54.1 598.7 | 1750 4.23 3.42
313.1 | 1488 | 1232 66.6 651.7 | 187.7 4.15 3.47
3046 | 147.9| 1232 66.8 6426 | 1958 3.95 3.28
308.9 | 1534 1376 65.2 665.1 | 2168 3.68 3.07
3445 169.1 | 157.0 66.9 737.6 | 2348 3.70 3.14
3333 | 1759 1714 69.5 750.2 | 250.7 3.49 2.99
3206 | 182.0 | 176.2 66.3 7451 | 2657 3.23 2.80
339.6 | 1958 | 199.1 69.9 804.4 | 2793 331 2.88
3724 | 2139 2132 69.5 869.1 | 3056 3.27 2.84
390.5 | 2228 | 2314 70.1 914.7 | 3244 3.22 2.82
4045 | 2368 | 236.6 71.0 9489 | 3376 3.21 2.81
3841\ 239.2 | 2402 70.5 934.0 | 3476 3.04 2.69
377.6 | 2483 | 2494 743 949.5 | 3727 2.90 2.55
380.1 | 258.6 | 268.6 76.5 983.7 | 3936 2.83 2.50
4043 | 2815 | 2936 80.6 || 10600 416.8 2.81 2.54
42451 3037 | 3122 85.6 || 1,126.1| 4392 2.86 2.56
4210 | 2851 3287 821\ 1,148.1| 469.1 2.74 2.45
43171 3031 3375 86.9 || 11929 | 4956 2.68 2.41
43151 3133 3536 90.9 || 12265| 526.8 2.56 2.33
45771 3374 3838 99.5 || 13180 556.7 2.59 2.37
477.0 | 359.0 | 409.0 | 1144 14038| 583.6 2.63 241
4379 1 3386 | 3956 | 1126 | 13322| 598.7 2.44 2.23
4436 | 3480 | 4193 | 1117 13720| 601.0 2.51 2.28
4519 1 3520 | 4280 | 113.0 | 14002 | 607.7 2.53 2.30
4456 | 34841 4293 | 1135 13924 | 616.0 2.48 2.26
44161 3512 | 4336| 1140 13968 | 633.2 2.44 2.21
4470 | 359.8 | 4364 | 1143 14161| 639.0 2.45 2.22
456.8 | 3689 | 4457 | 116.1 | 14478 | 649.0 247 2.23
4703 | 3774 | 4572 | 1185 | 1486.2| 6588 2.51 2.26
4839 | 3890 | 4622 | 1214 15215| 6683 2.51 2.28
4915 | 3980 | 4719 | 1247\ 15552| 679.1 2.52 2.29
503.1 | 408.1| 4789 | 1258 15865 | 6903 2.53 2.30
4995 4142 | 4777 1269 | 1593.1| 706.6 2.48 2.25
, 509.2 | 423.7| 4787 | 1283 16199 720.0 247 2.25
v . , 165.6 89.8 | 5156| 4306 | 486.4 | 1289 16514 7243 2.51 2.28
2006: | 1,839.2 | 173.1 8211 5239| 4378 4920 | 1302 | 16662 | 7414 2.48 2.25
Il 1,896.9 | 1757 80.6 | 5500 | 4567 | 499.2 | 1347 17212 | 7511 2.53 2.29
- 1919.1| 186.1 81.0 | 5523 | 4636 | 499.0| 137.1| 1,733.0 | 7564 2.54 2.29

LInventories at end of quarter. Quarter-to-quarter change calculated from this table is not the current-dollar change in private inventories
component of GDP. The former is the difference between two inventory stocks, each valued at its respective end-of-quarter prices. The latter
is the change in the physical volume of inventories valued at average prices of the quarter. In addition, changes calculated from this table
are at quarterly rates, whereas change in private inventories is stated at annual rates.

2|nventories of construction, mining, and utilities establishments are included in other industries through 1995.

3Quarterly totals at monthly rates. Final sales of domestic business equals final sales of domestic product less gross output of general
government, gross value added of nonprofit institutions, compensation paid to domestic workers, and space rent for owner-occupied housing.
Includes a small amount of final sales by farm and by government enterprises.

‘Note.—The industry classification of inventories is on an establishment basis. Estimates through 1995 are based on the Standard Indus-
trial Classification (SIC). Beginning with 1996, estimates are based on the North American Industry Classification System (NAICS).

Source: Department of Commerce, Bureau of Economic Analysis.
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TABLE B—23.—Real private inventories and domestic final sales by industry, 1959—-2006
[Billions of chained (2000) dollars, except as noted; seasonally adjusted]

Private inventories® Ratio of private
i Fir;al ifr_lve?torlies ]
ining, sales to final sales o
utili- of domestic business
Quarter ) ties, | Manu- | Whole- | p.ioi | Other Non- | domes-
Total Farm and fac- sale | iode mdusg farm? tic
con- turing | trade tries busi- Total Nonfarm
struc- ness3

tion?

Fourth quarter:

143.5 576 | 639 29.8 2987 | 1313 3.26 2.27
1454 59.1| 682 30.8 307.5| 1343 3.21 2.29
149.8 60.7 | 66.9 33.9 31441 1401 3.20 2.24
159.8 634 | 715 33.8 3327 | 1454 3.21 2.29
165.9 684 | 753 36.2 349.7 | 1539 3.15 2.21
175.1 25| 793 384 369.4 | 163.2 3.07 2.26
187.4 7741 871 40.1 396.8 | 177.2 2.99 2.24
212.5 87.7| 941 411 442.0 | 180.9 3.16 2.44
229.3 947 | 941 46.0 4704 | 1853 3.25 2.54
239.8 98.0 | 101.9 47.3 4941 195.1 3.23 2.53
2509 | 105.1| 108.9 49.7 5219 | 198.9 3.30 2.62
2509 | 113.0| 109.0 50.3 529.7 | 201.3 3.29 2.63
24791 1191 | 1236 52.1 5483 | 2115 3.24 2.59
2546 | 1246 1331 54.7 5725| 2288 3.09 2.50
2735 | 1281 | 1437 57.5 609.1 | 236.9 3.13 2.57
29411 1397 | 1416 61.3 6442 | 2282 3.37 2.82
286.7 | 1337 | 13456 62.9 626.0 | 238.7 3.17 2.62
3004 | 1427 | 1449 63.6 659.0 | 250.5 3.14 2.63
3088 | 1541 | 1532 68.4 691.1| 263.6 3.13 2.62
3229 | 1669 | 1633 72.5 7320 2832 3.06 2.58
3353 | 175.0| 1633 724 7535 289.8 3.08 2.60
3357 | 180.0 | 1587 712 7535 289.6 3.05 2.60
3402 | 185.1| 167.5 79.2 779.0 | 2872 3.20 2.71
325.0 | 183.0| 1637 76.8 75441 286.1 3.15 2.64
3245 | 1827 177.0 75.9 7646 | 307.6 2.91 2.49
352.8 | 1985 | 198.6 77.0 8312 | 324.6 2.98 2.56
346.6 | 2049 | 214.0 81.4 8487 | 3394 2.92 2.50
3429 | 2132 2174 84.4 858.8 | 352.2 2.84 2.44
3511 | 2206 | 2385 86.6 896.5 | 362.6 2.84 2.47
367.6 | 229.7 | 246.1 85.2 929.2 | 38l.6 2.75 2.43
3814 | 2336 260.5 81.4 958.0 | 392.5 2.75 2.44
390.0 | 2420 | 2589 78.3 9712 | 394.0 2.77 2.46
3835 | 2464 | 2595 814 9722 | 394.6 2.77 2.46
3789 | 2548 | 264.1 83.9 982.5| 4157 2.67 2.36
3824 | 2610 2794 869 | 10102 | 42938 2.63 2.35
3941 | 2767 | 299.9 9Ll 10622 | 4472 2.67 2.38
4078 | 2899 | 312.0 933 11035| 4642 2.63 2.38
409.9 | 2733 | 3259 827 11252 | 4883 2.56 2.30
4307 | 2983 | 340.6 88.11( 11937 | 509.2 2.60 2.34
4493 | 3209 | 3579 940 || 12649 | 538.0 2.59 2.35
466.3 | 3406 | 3855 | 1013 | 13364 | 5634 2.60 2.37
4742 | 3582 | 407.1 | 113.7| 13943 | 5810 2.62 2.40
4528 | 3475 3963 | 1139 13624 | 5836 2.55 2.33
4470 | 3488 | 4206 | 1125 1377.6| 5825 2.58 2.37
4464 | 3483 | 426.5| 1122 13824 | 5857 2.57 2.36
4427 | 3467 | 4289 | 113.2| 1,38l 592.6 2.54 2.33
4385 | 3472 | 433.7| 1135 13845 606.7 2.49 2.28
4375 | 3496 | 4364 | 1139 1391.6 | 609.7 2.49 2.28
4370 | 3516 | 4429 1157 1399.6 | 6145 248 2.28
438.0 | 3554 4506 | 117.2| 14132 | 6187 2.49 2.28
4366 | 3629 | 4524 | 1193 14244 | 6256 2.49 2.28
437.1| 3678 | 4584 | 1212 14386 | 6313 2.49 2.28
4409 | 3733 462.2 | 1213 14523 | 6374 248 2.28
437.7 | 377.7| 4593 | 1213 | 14520 649.6 243 2.24
4346 | 3802 | 457.0 | 1209 14485 | 657.2 2.40 2.20
4347 | 3835 463.6 | 121.1| 1458.2| 656.6 242 2.22
4366 | 3873 | 466.8 | 1224 | 14674 | 667.5 2.40 2.20
4394 3921 | 468.8 | 1243 14804 | 6718 2.40 2.20
4419 | 4005 | 469.3 | 1256 || 1493.7 | 6747 2.41 2.21

nventories at end of quarter. Quarter-to-quarter changes calculated from this table are at quarterly rates, whereas the change in private
inventories component of GDP is stated at annual rates.

2|nventories of construction, mining, and utilities establishments are included in other industries through 1995.

3Quarterly totals at monthly rates. Final sales of domestic business equals final sales of domestic product less gross output of general
government, gross value added of nonprofit institutions, compensation paid to domestic workers, and space rent for owner-occupied housing.
Includes a small amount of final sales by farm and by government enterprises.

Note.—The industry classification of inventories is on an establishment basis. Estimates through 1995 are based on the Standard Indus-
trial Classification (SIC). Beginning with 1996, estimates are based on the North American Industry Classification System (NAICS).
_ See Survey of Current Business, Tables 5.7.6A and 5.7.6B, for detailed information on calculation of the chained (2000) dollar inventory se-
ries.

Source: Department of Commerce, Bureau of Economic Analysis.
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TABLE B—24.—Foreign transactions in the national income and product accounts, 1959-2006

[Billions of dollars; quarterly data at seasonally adjusted annual rates]

Current receipts from rest of the world

Current payments to rest of the world

Exports of goods and
services

Imports of goods and
services

Current taxes and
transfer payments

Veartur In- In- to rest of the world (net) Baluannce
Quarter Total COME | Total come current
Serv- re- pay- From From from account,

Total | Goods! | jgeqy | ceipts Total | Goods! Isgs"l ment Total | persons g%’;{" ?]léss‘s NIPA

®e) | fnet) | (net)

27.00 227 165 43 153 7.0 15 43 0.5 38 01 -12
319 27.01 205 4.9 15.2 7.6 18 4.1 5 3.5 1 3.2
329| 27.6] 209 5.3 15.1 7.6 18 42 5 3.6 1 43
3501 29.1) 217 59 16.9 8.1 18 43 5 3.6 1 3.9
37.6| 311 233 6.5 17.7 8.4 2.1 44 1 3.6 1 5.0
4231 35.0] 267 1.2 19.4 8.7 2.3 43 1 34 2 1.5
4501 37.1| 278 79 22.2 9.3 2.6 47 8 3.7 2 6.2
49.01 409 307 8.1 263 10.7 3.0 5.0 8 4.0 2 3.9
52.1| 435 322 8.7 21.8| 122 3.3 5.4 1.0 4.1 2 3.6
. 10.1 339 12,6 4.0 5.7 1.0 44 3 17
118 36.8| 137 5.7 5.8 11 44 3 18

128 409 149 6.4 6.3 13 47 4 4.0

14.0 466 158 6.4 7.6 13 5.9 4 6

16.3 569 173 1.1 8.8 14 7.0 5l =36

23.5 71.8| 193] 109 7.4 15 5.2 7 9.3

29.8 1045 229 143 8.1 13 5.8 1.0 6.6
28.0 99.0) 23.7] 150 1.6 13 5.6 gl 214

324 124.6| 265 155 6.3 13 3.9 11 8.9

37.2 152.6| 298| 16.9 6.2 1.3 3.5 14/ -9.0
46.3 177.4| 348 247 6.7 1.5 3.8 14 -10.4
68.3 2128/ 399 364 8.0 16 43 2.0 14
79.1 2486 453 449 9.8 1.8 5.5 24| 114

92.0 267.8| 499 591 141 5.5 5.4 3.2 6.3

01.0 250.5) 526/ 645 16.7 6.6 6.7 34 -2

01.9 2727\ 56.0/ 64.8/ 17.5 6.9 1.2 34| -32.1

219 336.3| 688 856/ 205 7.8 9.2 35 -86.9
12.4 3433 739 859 222 82| 111 2.9 -110.8

114 37000 83.3] 936 243 9.0/ 122 3.2| -139.2
. 4148 94.3] 1053| 23.5 991 103 3.4|-150.8
452.1| 102.4| 1285 255/ 106/ 104 45 -112.2
4848\ 106.7| 1515/ 264 114 104 46| -88.3

508.1 122.3| 154.3] 269| 12.0{ 10.0 48| -70.1
500.7| 123.6| 138.5| -10.6| 13.0{ -28.6 500 135
5449\ 123.6| 123.0/ 334| 123| 17.1 39| -36.9
592.8| 128.1| 1243 37.3] 142| 1738 54 -704
676.8| 137.7| 160.2| 37.8| 154| 158 6.6/ -105.2
757.4| 146.1] 198.1) 354 16.2| 10.1 9.1 -91.0
807.4| 157.4| 2137 39.1| 18.0{ 141 7.1/ -100.3
885.3| 171.5| 253.7| 416| 21.0{ 109 9.7/ -110.2
929.0/ 186.9| 265.8| 488 24.6/ 11.2| 12.9|-187.4
1,045.5| 206.3| 287.0) 47.2| 283 116 7.31-273.9
1,243.5] 232.3| 3437\ 56.1| 31.5 13.5| 11.2|-396.6
1,167.9] 231.9] 278.8| 47.0| 33.0 9.5 45| -370.4
1,189.3| 241.01 275.0f 645 40.0| 143| 10.3|-458.3
1,283.9| 256.2| 280.0/ 69.7| 402 17.6| 11.9|-5123

1,495.2| 296.2| 3639 821 429 192 20.0{-649.1
1,699.0) 320.9| 4815 86.6] 47.1] 26.1| 13.3|-7714
1,262.7) 249.0| 276.2| 709 39.6/ 204 10.9|-530.8
1,266.8| 2453| 267.0f 68.1| 403| 17.6] 10.2|-512.9
1,276.6| 259.3| 283.6| 683| 38.0[ 185/ 11.9/-509.9
1,329.7) 271.2| 293.1| 715 43.1| 139 14.5|-4955
1,394.8| 283.7| 305.6| 90.7| 42.7| 269 21.2|-563.6
1,480.4] 292.1| 357.8) 84.1| 433| 16.4| 24.4|-649.8
1,517.2] 298.8| 369.2| 66.6] 43.2| 168 6.5/ -651.4
1,588.4| 310.1| 423.1| 86.9| 424 168 27.8-7315
1,615.2| 315.0( 437.9| 109.4| 49.0| 31.1| 29.3|-7513
1,662.4| 317.8| 460.6| 93.3| 46.0| 194| 27.9|-7513
1,719.1) 322.1| 4750 384 458 233| -30.7| -714.9
1,799.3| 328.5| 552.4| 105.2| 47.6| 30.6| 26.9|-868.2

1,832.6| 338.1| 5743 799 452| 149] 19.9|-816.1
1,879.0| 350.8| 638.6| 835 487 156 19.3|-8426
1,938.8| 351.3| 6657 819| 488 158 17.3]|-867.0

1 Certain goods, primarily military equipment purchased and sold by the Federal Government, are included in services. Beginning with
1986, repairs and alterations of equipment were reclassified from goods to services.

Source: Department of Commerce, Bureau of Economic Analysis.
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TABLE B—25.—Real exports and imports of goods and services, 1990—2006
[Billions of chained (2000) dollars; quarterly data at seasonally adjusted annual rates]

Exports of goods and services Imports of goods and services
Goods ! Goods !
Year or quarter Non- | Serv- Non- | Serv-
Total Dura- ; Total Dura- ;
Total | ble | dura- | ices! Total | ble | dura- | ices!
goods goods goods goods

1990 552.5| 367.2| 226.3| 1451\ 188.7| 607.1| 469.7| 264.7| 2184| 1427
1991 589.1| 392.5| 243.1| 153.7| 199.9| 603.7| 469.3| 266.1| 2159| 139.0
1992 629.7| 4219| 2625| 163.6| 2108| 6456| 513.1| 294.0| 2319| 1355
1993 650.0| 4356| 276.1| 162.4| 217.5| 702.1| 564.8| 328.8| 248.0| 1394
1994 706.5| 478.0| 309.6| 170.1| 231.1| 7859| 640.0| 383.1| 266.0| 1473
1995 778.2| 5339| 353.6| 181.1| 2458| 849.1| 697.6| 427.1| 277.0| 1521
1996 84341 581.1| 394.9| 186.7| 263.5| 923.0| 762.7| 472.8| 295.2| 160.5
1997 943.7| 664.5| 466.2| 198.7| 279.2|1,048.3| 8726| 550.3| 326.4| 1756
1998 966.5| 679.4| 481.2| 198.5| 287.2|1,170.3| 9744| 621.8| 355.7| 1956
1999 1,008.2| 705.2| 503.6| 201.7| 303.2|1,304.4|1,0952| 711.7| 3843| 209.1
2000 1,096.3| 784.3| 569.2| 2151\ 311.9|14758|12435| 820.7| 422.8| 2323
2001 1,036.7| 736.3| 5222 2142\ 300.4|14358|1204.1| 769.4| 4351| 2316
2002 1,013.3| 707.0| 491.2| 216.1| 306.0|1,484.6|12482| 801.0| 4474| 2365
2003 1,026.1| 719.8| 499.8| 220.3| 306.2|1,545.0/1309.3| 8353| 4742| 2366
2004 1,1204 | 78441 556.1| 229.3| 3359|1,711.3|14522| 949.4| 505.1| 260.3
2005 1,196.1| 843.2| 609.7| 236.2| 352.9|18153|1549.9|1,030.1| 5254| 2675
2003:1 1,003.3| 7056| 4844 221.3| 297.6|15105/12753| 810.0| 4654| 2357
703.5| 488.2| 2155| 2955|15259(1,301.7| 8263| 4754| 2259

I 1,026.3| 71841 497.5| 221.1| 307.6|1,540.0|1303.7| 828.1| 475.7| 237.0

v 1,075.8| 751.6| 529.1| 223.1| 324.0|1,603.6|1356.5| 876.9| 480.4| 247.8
2004:1 1,094.8| 764.6| 539.5| 2259| 329.9|1,643.2|13895| 8953| 4950| 2543
Il 1,111.3| 776.6| 551.8| 226.1| 334.5|1,7052|1447.3| 946.0| 503.6| 259.1

I 1,124.3| 792.2| 564.0| 229.5| 332.1|1,723.7|1,464.01 965.0| 502.3| 261.0

v 804.0| 569.2| 2358 347.0|1,773.1|1507.9| 991.3| 519.7| 266.7
2005: 1 1,164.5| 814.8| 5788 | 237.2| 349.5|1,790.9|1526.2|1,001.1| 527.9| 266.6
Il 1,191.0| 839.7| 599.7| 241.5| 351.2|1,797.1|1533.6|1,017.3| 521.3| 2655

I 1,200.5| 847.5| 6153 2351| 353.0|1,808.1|15439|1,036.5| 5154| 2663

v 12284 | 870.8| 644.7| 231.0) 357.8|1,865.0|1,595.8|1,0655| 536.9| 2717
2006: | 1,269.3| 906.2| 665.0| 2454\ 363.6]1,9059|16319|1,107.7| 536.2| 276.6
Il 1,288.5| 9195| 671.7| 251.5| 369.5|1912.7|1631.7|1,113.1| 5322| 2832

1l 1,310.0| 940.4| 686.9| 257.4| 370.3|1,938.8|1,660.1|1,1351| 539.7| 2813

1 Certain goods, primarily military equipment purchased and sold by the Federal Government, are included in services. Beginning with
1986, repairs and alterations of equipment were reclassified from goods to services.

Note.—See Table B2 for data for total exports of goods and services and total imports of goods and services for 1959-89.
Source: Department of Commerce, Bureau of Economic Analysis.

259



TABLE B-26.—Relation of gross domestic product, gross national product, net national product, and
national income, 1959-2006
[Billions of dollars; quarterly data at seasonally adjusted annual rates]

. Less: Less: Consumption of fixed capital
Plus:
Gross Income la“%’g‘nﬁs Equals: Equals: Less: Equals:
Yeartor oot freceiptst paym Gtrpss | . #et | S(tjgtistical Nowa
quarter rom res nationa ; overn- | nationa iscrep- |
product rest of Total Private income
%Uwg the product ment product ancy
world
43 15 509.3 53.0 38.6 14.5 456.3 0.5 455.8
49 1.8 529.5 55.6 40.5 15.0 473.9 -9 474.9
53 1.8 548.2 57.2 416 15.6 491.0 -6 191.6
59 1.8 589.7 59.3 428 16.5 530.5 4 530.1
6.5 2.1 622.2 62.4 449 17.5 559.8 -8 560.6
12 23 668.5 65.0 46.9 18.1 603.5 8 602.7
19 26 7244 69.4 50.5 189 655.0 1.6 653.4
8.1 3.0 792.9 75.6 55.5 20.1 7173 6.3 711.0
8.7 33 838.0 81.5 59.9 21.6 756.5 46 7519
10.1 40 916.1 88.4 65.2 231 827.7 46 823.2
11.8 5.7 990.7 97.9 731 248 892.8 32 889.7
12.8 6.4 1,044.9 106.7 80.0 26.7 938.2 13 930.9
14.0 6.4 1,134.7 115.0 86.7 28.3 1,019.7 116 1,008.1
16.3 1.7 1,246.8 126.5 97.1 29.5 1,120.3 9.1 1,1112
23.5 10.9 1,395.3 139.3 107.9 314 1,256.0 8.6 1,247.4
29.8 143 1,515.5 162.5 126.6 359 1,353.0 10.9 1,342.1
28.0 15.0 1,651.3 187.7 147.8 40.0 1,463.6 17.7 1,4459
324 155 1,842.1 205.2 162.5 42.6 1,637.0 25.1 1,611.8
37.2 16.9 2,051.2 230.0 184.3 457 1,821.2 223 1,798.9
16.3 24.7 2,316.3 262.3 212.8 19.5 2,054.0 26.6 2,027.4
68.3 36.4 2,595.3 300.1 245.7 54.5 2,295.1 16.0 2,249.1
79.1 449 2,823.7 343.0 281.1 61.8 2,480.7 414 2,439.3
92.0 59.1 3,161.4 388.1 317.9 70.1 2,773.3 309 2,742.4
101.0 64.5 32915 426.9 349.8 77.1 2,864.6 3 2,864.3
101.9 64.8 3,573.8 4438 362.1 81.7 3,130.0 45.7 3,084.2
1219 85.6 3,969.5 472.6 385.6 87.0 3,496.9 14.6 3,482.3
1124 85.9 4246.8 506.7 414.0 92.7 3,740.1 16.7 3,723.4
1114 93.6 4.480.6 5313 4318 99.5 3,949.3 47.0 3,902.3
1232 105.3 47574 561.9 4553 106.7 41954 21.7 41737
152.1 128.5 5,127.4 597.6 483.5 1141 4,529.8 -19.5 4,549.4
1777 1515 5,510.6 644.3 522.1 122.2 4,866.3 39.7 4,826.6
189.1 154.3 5,837.9 682.5 551.6 130.9 5,155.4 66.2 5,089.1
168.9 1385 6,026.3 725.9 586.9 139.1 5,300.4 72.5 5,227.9
152.7 123.0 6,367.4 751.9 607.3 1446 5,615.5 102.7 5512.8
156.2 124.3 6,689.3 776.4 624.7 151.8 5912.9 139.5 5,773.4
186.4 160.2 7,098.4 833.7 675.1 158.6 6,264.7 142.5 6,122.3
2339 198.1 74334 878.4 713.4 165.0 6,555.1 101.2 6,453.9
248.7 2137 7,851.9 918.1 743.8 169.3 6,933.8 93.7 6,840.1
286.7 253.7 8,337.3 974.4 800.3 174.1 7,362.8 70.7 7,292.2
287.1 265.8 8,768.3 1,030.2 851.2 179.0 7,738.2 -14.6 7,752.8
320.8 287.0 9,302.2 1,101.3 9143 187.0 8,200.9 -35.7 8,236.7
382.7 343.7 9,855.9 1,187.8 990.8 197.0 86681 -127.2 8,795.2
3224 278.8 10,171.6 1,281.5 1,075.5 206.0 8,890.2 -89.6 8979.8
305.7 275.0 10,500.2 1,292.0 1,080.3 2116 9,208.3 -21.0 9,229.3
336.8 280.0 11,017.6 1,336.5 1,1183 2182 9,681.1 13.8 9,632.3
410.2 363.9 11,758.7 1,436.2 1,205.4 230.8| 10,322.6 66.7| 10,2559
5133 181.5 12,487.7 1,604.8 1,352.6 252.2| 10,882.9 710 108118
3156 276.2 10,744.9 1,317.0 1,101.1 2159 9,427.9 213 9,406.7
323.6 267.0 10,888.4 1,329.5 11117 217.7 9,558.9 21.1 9,637.9
337.2 283.6 11,139.8 1,342.6 1,123.6 219.0 9,797.2 97.9 9,699.3
370.8 2931 11,297.3 1,357.0 1,136.7 220.2 9,940.3 54.9 9,885.4
376.1 305.6 11,501.5 1,373.2 1,150.3 223.0| 10,128.3 43.9| 10,084.3
398.3 357.8 11,689.7 1,394.5 1,166.4 228.1| 10,295.2 88.2| 10,207.0
415.1 369.2 11,845.3 1,534.9 1,301.9 233.0| 10,310.3 66.8| 10,2435
451.2 423.1 11,998.5 1,442.0 1,203.1 238.9| 10,556.4 67.8| 10,4886
472.2 4379 12,207.5 1,467.8 1,225.7 242.1|  10,739.7 3741 10,7023
489.0 460.6 12,374.6 1,491.1 1,244.9 246.2| 10,883.5 88.1| 10,7954
527.2 475.0 12,625.7 1,898.0 1,632.3 265.7| 10,727.1 84.5| 10,6432
564.9 552.4 12,743.0 1,562.5 1,307.5 255.0| 11,180.5 743 11,1062
2006:1 ......... 13,008.4 603.3 5743 13,037.4 1,548.0 1,288.9 259.1| 11,4894 -61.9| 11,5513
Il 13,197.3 661.4 638.6 13,220.1 1,572.8 1,309.8 262.9| 11,647.3 35.8| 11,6115
13,322.6 682.3 665.7 13,339.2 1,582.0 1,314.4 267.6| 11,757.3 =53] 11,762.6

Source: Department of Commerce, Bureau of Economic Analysis.
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TABLE B—27.—Relation of national income and personal income, 1959—-2006

[Billions of dollars; quarterly data at seasonally adjusted annual rates]

Less: Plus: Equals:
Corporate )
prn_ms Taxes C%”“" Net
Wi u- H H
: on pro- | interest | Business | Current W P |
National inventory duction tions and mis-| current | surplus age ersonal | pergonal
Year or quarter income valggélon and o{l%rrn— cellane- | transfer | of gov- aclcersusals rlgccgim{es current | Personal
canital imports gment ous pay- | pay- | ernment disburse- | on ag— transfer | income
P | less : ments | ments | enter- receipts
cunts_ump subsi- | social on (net) prises ments sets
ion ; insur-
adjust- dies ance assets
ments
455.8 55.7 40.0 13.8 9.6 1.8 1.0 0.0 34.6 24.2 392.8
474.9 53.8 434 16.4 10.6 1.9 9 0 37.9 25.7 4115
491.6 54.9 45.0 17.0 12.5 2.0 8 0 40.1 29.5 429.0
530.1 63.3 482 19.1 14.2 2.2 9 0 441 304 456.7
560.6 69.0 51.2 21.7 15.2 2.7 14 0 47.9 32.2 479.6
602.7 76.5 54.6 224 17.4 31 1.3 0 53.8 33.5 514.6
653.4 87.5 57.8 234 19.6 36 1.3 0 59.4 36.2 555.7
711.0 93.2 59.3 313 224 35 1.0 0 64.1 39.6 603.9
751.9 913 64.2 349 25.5 338 9 0 69.0 48.0 648.3
823.2 98.8 723 38.7 27.1 43 1.2 0 75.2 56.1 712.0
889.7 95.4 794 441 32.7 49 1.0 0 84.1 62.3 7785
930.9 83.6 86.7 464 39.1 45 0 0 93.5 74.7 838.8
1,008.1 98.0 95.9 51.2 439 43 -2 6 101.0 88.1 903.5
1,111.2 112.1| 1014 59.2 47.9 49 5 0 109.6 97.9 992.7
1,247.4 125.5| 1121 75.5 55.2 6.0 -4 -1 124.7 1126| 11107
1,342.1 1158| 121.7 85.2 70.8 7.1 -9 -5 146.4 1333| 12226
1,445.9 1348| 131.0 89.3 81.6 9.4 -3.2 1 162.2 170.0| 1,335.0
1,611.8 163.3| 1415 101.3 85.5 9.5 -1.8 1 178.4 1840 14748
1,798.9 19241 1528 | 113.1 101.1 8.4 -2.6 1 205.3 1942 16332
2,027.4 216.6| 1622 1313 115.0 10.6 -1.9 3 234.8 209.6| 1,837.7
2,249.1 2232 171.9| 152.7 138.9 13.0 -2.6 -2 2747 2353 | 2,062.2
2,439.3 20111 190.9| 166.2 181.8 144 -4.8 0 338.7 279.5| 2,307.9
2,742.4 226.1 2245 1957 232.3 17.6 -4.9 1 4219 3184 25913
2,864.3 209.7| 2264 2089 271.1 20.1 -4.0 0 488.4 354.8| 27753
3,084.2 264.2) 2425 226.0 285.3 22.5 -3.1 -4 529.6 383.7| 2,960.7
3,482.3 3186 269.3| 2575 327.1 30.1 -1.9 2 607.9 400.1| 3,289.5
37234 330.3| 287.3| 2814 341.3 348 8 -2 654.0 4249 3,526.7
3,902.3 3195 298.9| 3034 366.8 36.6 1.3 0 695.5 4510 37224
41737 368.8| 317.7] 3231 366.4 33.8 1.2 0 717.0 467.6| 39474
4,549.4 432.6| 3455| 3615 385.3 34.0 2.5 0 769.3 496.6 | 4,253.7
4,826.6 426.6| 372.1| 3852 432.1 39.2 49 0 878.0 543.4| 45878
5,089.1 437.8| 3987| 410.1 442.2 39.4 1.6 1 924.0 595.2| 48786
5227.9 45121 4302 430.2 418.2 39.9 5.7 -1 932.0 666.4| 50510
5512.8 479.3| 453.9| 4550 388.5 424 1.6 -15.8 910.9 7494 5362.0
5773.4 541.9| 467.0| 4777 365.7 40.7 1.2 6.4 901.8 790.1| 55585
6,122.3 600.3| 513.5| 5082 366.4 433 8.6 17.6 950.8 827.3| 58425
6,453.9 696.7| 524.2| 5328 367.1 46.9 114 1641 1,016.4 8774 16,1523
6,840.1 786.2| 546.8| 5552 376.2 53.1 12.7 36| 1,089.2 9250 6,520.6
7,292.2 868.5| 579.1| 587.2 415.6 49.9 12.6 -29| 1,181.7 951.2| 69151
7,7152.8 801.6| 604.4| 624.2 487.1 64.7 10.3 -7 12832 978.6| 7,423.0
8,236.7 851.3| 629.8| 661.4 4954 67.4 10.1 52| 1,2642| 10221 78024
8,795.2 817.9| 664.6| 702.7 559.0 87.1 53 0] 1,387.0| 1,084.0| 84297
8,979.8 767.3| 673.3] 7311 566.3 92.8 -14 0] 1,380.0 1,193.9| 87241
9,229.3 886.3| 724.4| 750.0 520.9 84.3 9 0] 1,3332| 1,286.2| 88819
9,632.3 993.1| 759.3| 7786 524.7 83.8 1.7 15.0 1,336.6| 1,351.0| 9,163.6
10,255.9| 1,182.6| 819.4| 8264 485.1 85.5 -5.0 -15.0| 1,4279| 14265| 97314
10,811.8| 1,330.7| 865.1| 880.6 483.4 742 -154 0] 15194 15266 10,239.2
9,406.7 923.6| 7455| 7654 529.1 84.1 54 1141 1329.1| 1327.0| 8998.2
9,537.9 956.2| 7446\ 7750 529.6 83.8 2.5 13.6] 1,334.9| 13440 91113
9,699.3| 1016.2| 7664 782.1 526.4 84.1 5 25.0] 13395| 13655 92036
9,885.4| 1076.5| 780.7| 791.9 513.7 833 -1.5 10.0| 1,343.1| 1367.6| 09,3413
10,084.3| 1,158.1| 801.7| 810.8 501.8 854 -2.3 -3.5] 1,366.1| 13993 9497.7
10,207.0| 1,183.3| 8154| 819.8 493.4 86.1 -3.6 =215 1389.8| 1416.7| 19,6405
10,243.5| 1,154.0| 8229| 831.8 475.7 79.1 -5.6 -25.0| 14157| 14417| 19,7679
10,488.6| 1,2349| 837.4| 8431 469.4 91.2 -8.6 -10.0| 1,539.8| 14484/ 10,0194
10,702.3| 1,320.0| 849.4| 863.6 483.7 97.6 9.1 0] 14643 1487.3| 10,0488
10,7954 1,342.9| 864.7| 8715 477.1 999 -11.3 0] 1,500.5| 1,510.1| 10,161.5
10,643.2| 1,266.3| 872.1| 888.5 482.9 20 =217 0] 1,532.7| 1,569.0| 10,262.7
11,106.2| 1,393.5| 874.2| 898.9 490.0 99.1 -133 0] 1,580.2| 1,539.8| 10,4837
11,551.3| 1,569.1| 897.4| 936.7 514.8 93.8 -9.2 0] 1,6023| 15704 10,721.4
11,611.5| 1591.8| 914.0| 938.8 513.2 93.1 =94 0] 1,647.7| 1589.7| 10,807.3
11,762.6| 1,653.3| 916.8| 948.9 498.6 928 -10.2 0] 1,683.6| 16186 10,964.5

Source: Department of Commerce, Bureau of Economic Analysis.
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TABLE B—28.—National income by type of income, 1959-2006
[Billions of dollars; quarterly data at seasonally adjusted annual rates]

Compensation of employees

Supplements to wages and

Proprietors’ income with
inventory valuation and
capital consumption ad-

Wage and salary accruals salaries justments filr?]régtr;lé
Employer of persons
Year or | National contribu- Emlr?gﬁr c;wEthal
quarter income tions for | P
Total ~ tions for consump-
Gov employee overn- Non- tion
Total ern- Other Total pension gment Total Farm farm adiust-
ment and social mJent
insur- insur-
ance
funds ance
213.8 21.1 13.3 19 50.7 | 10.0 | 406 16.2
223.7 23.6 143 9.3 508 | 10.5| 403 17.1
228.0 24.8 15.2 9.6 532 | 110 | 422 17.9
243.0 27.8 16.6 11.2 554 | 110 | 444 18.8
254.8 304 18.0 12.4 56.5 | 108 | 457 19.5
272.9 329 20.3 12.6 59.4 96| 498 19.6
293.8 35.7 22.7 13.1 639 11.8| 521 20.2
321.9 423 25.5 16.8 682 | 128 | 554 20.8
342.5 46.1 28.1 18.0 69.8 | 11.5| 584 21.2
3753 52.3 324 20.0 743 | 115 628 20.9
412.7 59.3 36.5 228 774 | 126 | 647 21.2
4343 65.7 41.8 238 784 | 127 | 657 214
457.8 74.4 47.9 26.4 848 | 132| 716 224
500.9 86.4 55.2 312 959 | 168 | 79.1 234
560.0 | 102.5 62.7 398 | 1135] 289 | 846 24.3
611.8 | 118.0 733 4471 1131 232 | 899 24.3
638.6 | 1343 87.6 467 1195 217 978 23.7
710.8 | 159.6 105.2 544 1322 17.0| 1152 223
791.6 | 186.4 125.3 61.1 | 1457 | 157 130.0 20.7
901.2 | 2149 1434 715 | 166.6 | 19.6 | 147.1 221
1,018.7 | 2450 162.4 826 | 180.1| 21.8| 1583 238
1,1162 | 2742 185.2 889 | 1741] 11.3| 162.8 30.0
1,231.7 | 3083 204.7 1036 | 183.0 | 18.7| 164.3 38.0
1,286.2 | 3321 222.4 1098 | 1763 | 13.1| 163.3 38.8
1,359.8 | 358.0 238.1 1199 | 1925 6.0 | 186.5 37.8
1,507.0 | 400.5 261.5 139.0 | 2433 | 206 | 222.7 40.2
1,621.6 | 429.2 281.5 1477 | 2623 | 208 | 2415 119
1,717.9 | 4553 297.5 157.9 | 2757 | 22.6| 253.1 335
1,848.1 | 4795 3132 166.3 | 302.2 | 28.7| 2735 335
2,001.6 | 5142 329.6 1846 | 341.6 | 26.8| 3147 40.6
2,116.2 | 5489 355.2 1937 | 363.3| 33.0| 3303 43.1
22363 | 5842 377.8 206.5 | 380.6 | 319 | 3487 50.7
2276.2 | 6223 407.1 21511 377.1| 26.7| 3504 60.3
23953 | 6709 4425 2284 | 4276 | 345 393.0 78.0
25024 | 7122 472.4 239.8 | 4538 | 312 | 4226 95.6
26435 | 7415 493.3 2641 4733 | 339 | 4394 119.7
2,810.2 | 751.7 493.6 264.0 | 4921 | 22.7 | 469.5 122.1
29788 | 7673 492.5 2749 | 5432 | 373 | 5059 1315
32066 | 787.0 497.5 289.5| 576.0 | 342 | 5418 128.8
34855 | 836.7 529.7 307.0 | 627.8 | 29.4 | 5984 137.5
3,742.1 | 8857 562.4 3233 | 6783 | 286 | 6497 147.3
40545 | 9534 609.9 3435 | 7284 | 227 7057 150.3
4,126.9 | 999.3 642.7 356.6 | 7719 | 19.7 | 752.2 167.4
4,115.0 | 1,110.3 745.1 365.2 | 7684 | 106 | 757.8 152.9
42233 | 1,197.7 815.6 382.1 | 8113 | 292 | 7821 133.0
44353 | 1,273.2 866.1 407.1| 911.1| 36.2| 8749 127.0
4,687.1 | 1,365.5 933.2 4323 970.7 | 30.2 | 9404 728
41372 | 1,170.0 795.1 3749 | 779.1| 218 | 7574 1374
4,195.6 | 1,190.3 810.1 380.3 | 8016 | 305| 7712 130.5
42522 | 1,206.6 822.5 384.1 | 8235 | 321 7915 116.3
4,308.2 | 1,223.9 834.7 389.2 | 840.8 | 325 8083 147.6
43451 | 12455 846.1 3994 | 8775 | 381 | 8394 140.1
4389.1 | 1,262.1 858.2 4038 | 9102 | 39.5| 870.6 132.0
44633 | 12815 871.7 409.8 | 9151 | 329 | 882.2 112.7
45438 | 1303.5 888.3 4153 | 9415| 343 9073 1234
4,587.3 | 1,333.9 909.8 4241 9528 | 339 9189 1185
46276 | 1,352.4 924.7 4277 9658 | 28.7| 937.1 102.8
4,734.6 | 1,3784 942.1 4363 | 967.3 | 29.7| 937.7 -11.5
47989 | 1,397.4 956.1 4413 996.8 | 28.7 | 968.1 81.5
4,972.0 | 1,430.3 971.6 45871 1,008.3 | 23.9 | 984.4 76.8
49750 | 1,444.5 985.7 4589 | 1,011.9 | 17.5] 994.3 714
5,033.9 | 1,463.6 1,000.1 4635 1,0148 | 21.7 | 993.2 783

See next page for continuation of table.
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TABLE B—28.—National income by type of income, 1959—-2006—Continued
[Billions of dollars; quarterly data at seasonally adjusted annual rates]

Corporate profits with inventory valuation and capital consumption adjustments

Profits with inventory valuation adjustment and without Net Busi- | Cur-
capital consumption adjustment . Linterest Taxes ness rent

- Capital and on |Less:|current| surplus

Year or Profits Inven- | €N | riceel. | Produc- | Sub- | trans- | of
quarter Total - ton SUMD- | |aneous tion si- fer | govern-
. ITaxes on Profits after tax vall‘]’- tion ay- | . and |dies| pay- | ment
Total | Profits |25 © aor |adjust- mper){ts imports ments | enter-
before rafe Net | Undis- | ‘o i | ment (net) | prises
tac | 2| Total | divi- |tributed | 2SS
dends | profits

23.7 300, 126 175 03] 22 9.6 411 11 18 1.0

22.8 288 134 15.5 -2 23 10.6 446 1.1 1.9 9

22.9 287 139 14.8 330 12.5 47,01 2.0 2.0 8

24.1 329/ 150 17.9 0 62 14.2 504| 23 2.2 9

26.4 357 162 19.5 1 6.8 15.2 534| 2.2 2.7 14

28.2 409 182 22.7 -5 79 174 57.3| 2.7 3.1 13

311 4911 20.2 28.9 -12| 86 19.6 60.8| 3.0 3.6 13

33.9 52.8/ 20.7 32.1 -2.1 8.6 22.4 633| 39 35 1.0

32.9 50.6| 21.5 29.1 -1.6| 93 25.5 68.0| 3.8 3.8 9

39.6 52.8/ 235 29.3 =370 100 27.1 76.5| 4.2 43 1.2

40.0 51.4| 242 21.2 =59/ 99 32.7 84.0| 45 49 1.0

34.8 462 243 219 6.6/ 9.2 39.1 915| 48 45 0

38.2 54.7|  25.0 29.7 46| 97 439| 100.6| 4.7 4.3 -2

423 65.5| 26.8 38.6 -6.6| 109 479| 108.1| 6.6 4.9 5

50.0 849 299 55.0/ -19.6| 10.2 55.2| 117.3| 5.2 6.0 -4

52.8 95.0/ 332 618 -38.2| 6.2 70.8/ 125.0| 3.3 1.1 -9

51.6 93.9| 33.0 60.9] -105] -2 816 1355 45 94|  -32

65.3| 114.4] 39.0 754) -141] -23 855 1466 5.1 95 -18

744 136.0| 448 91.2| -157| -23| 10L1] 159.9| 7.1 84| -26

849| 161.3] 508 1105/ -237| -5.8| 11500 1712 89 106/ -19

90.0/ 181.9] 575 124.4| -40.1| -85/ 1389 1804 85 130/ -26

87.2| 166.3| 64.1| 1022| -42.1| -10.2| 181.8| 200.7| 9.8| 144| -4.8

84.3] 1594 738 85.6| -24.6 7.0 2323| 2360|115 176/ -49

66.5| 132.01 77.7 54.3 -7.5| 186 2711 241.3]15.0{ 20.1| 4.0

80.6/ 153.3] 835 69.8 -74| 37.8| 285.3| 263.7|212 225/ -3.1

97.5| 171.1] 908 80.3 4.0 540/ 327.1| 290.2| 21.0f 30.1| -19

99.4| 158.0| 976 60.5 0] 729/ 341.3] 3085|213 348 8

109.7| 136.3| 106.2 30.1 7.1 66.5| 366.8 323.7|24.8| 36.6 13

130.4| 187.2| 1123 749| -16.2| 675 366.4| 3479|302 338 1.2

141.6| 2444 1299 1145/ -22.2| 687 3853| 3749|294| 340 2.5

146.1| 237.7| 158.0 797 -16.3] 59.2| 4321 399.3| 27.2| 39.2 49

1454| 264.1| 169.1 95.0 -12.9| 412 4422| 4255|268 394 1.6

138.6| 284.4| 180.7| 103.7 49) 233| 4182 4575|27.3] 399 5.7

148.7| 312.4| 1879 1245 -2.8| 21.1| 3885 483.8/299| 424 1.6

171.0{ 346.1| 202.8| 1433 -4.0| 288| 3657 503.4|36.4| 40.7 1.2

193.7| 383.3| 2347 1486| -12.4| 357 366.4| 5456|322 433 8.6

218.7| 455.6| 254.2| 2014 -183| 407 367.1| 558.2|34.0/ 469 114

231.7| 501.4| 297.6| 203.8 31| 501 376.2| 5811|343 531 12.7

246.1|  552.1| 3345/ 2176 14.1| 56.2| 4156 612.0/32.9] 499 12.6

2483| 470.0{ 351.6| 1183 202 63.1| 487.1| 639.8| 354 647 103

258.6| 517.2| 3374 1799 1.0| 745| 4954 674.0/442| 674 10.1

265.2| 5082 377.9| 1303| -14.1| 58.6| 559.0| 7089|443 87.1 5.3

204.1| 503.8| 370.9| 1329 11.3| 481| 566.3| 728.6|553] 92.8 -14

192.6| 575.8| 399.2| 1766 -2.2| 120.1| 520.9| 762.8| 38.4| 843 9

2433| 664.8) 424.7| 240.1| -136| 98.7| 524.7| 807.2|47.9| 838 17

300.1| 844.2| 5395/ 304.7| -39.8| 78.1| 485.1| 864.0|44.7| 855 5.0

399.3| 1,119.4| 576.9| 5425 -32.6/-155.5| 483.4| 9224|57.3] 742 -154

2341 625.3| 411.7| 2136 -25.8) 90.0| 529.1| 787.5|42.0] 84.1 5.4

2289| 622.2| 417.4) 2048 -3.3| 1084| 529.6| 800.2| 55.6| 83.8 2.5

2455 672.7| 427.1] 2457 =53] 1033 526.4| 812.9| 46.5| 84.1 5

2647\ 7389| 442.8| 296.0/ -19.9| 929| 5137 828.0(47.3] 833 ~-l5

2813 810.3| 4755 3349| -30.0/ 96.4| 501.8/ 8454|437 854/ -23

303.0/ 841.7| 503.0| 3387 -47.5 86.0| 493.4| 8582|428/ 861 -36

297.8| 827.7| 529.0| 298.7| -386| 67.1| 4757 867.2|443] 79.1| -56

318.1| 897.1| 650.5| 246.6| -43.1| 62.8) 469.4| 8852|47.8] 912| -86

400.9| 1,091.3| 554.3| 537.0| -39.2(-133.1| 483.7| 901.6/ 52.3| 97.6/ -9.1

392.8| 1,115.5| 568.2| 547.4| -21.0|-144.5| 477.1| 920.2| 55.6| 99.9| -113

3789| 1,096.9| 584.0| 513.0] -30.9/-178.6| 482.9| 930.2| 58.1 20 =217

4246| 1,173.7| 601.0) 572.7| -39.2|-165.6| 490.0( 937.3 63.1] 99.1| -133

456.9| 1,283.7| 615.7| 668.0 -22.9(-1486| 514.8/ 952.5/55.1| 93.8] 9.2

476.1] 1,335.4| 631.1| 704.3| -58.9(-160.8| 513.2| 966.4 52.3| 93.1| 9.4

4906/ 1, 650.4| 713.0| -38.2|-162.4| 498.6| 968.6|51.8) 928/ -10.2

Source: Department of Commerce, Bureau of Economic Analysis.
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TABLE B—29.—Sources of personal income, 1959-2006
[Billions of dollars; quarterly data at seasonally adjusted annual rates]

Compensation of employees, received

Proprietors’ income

with inventory Rental

Wage and salary disburse- | Supplements to wages and sala- valuation and income

ries capital of
o | p— p— c%r]sutmptu%n perstuhns

ersona mployer | Employer adjustments wi

Year or quarter | Sooime Total contribu- | contribu- capital

Private | oo vern tions for | tions for con-
Total | indus- | ooy Total | employee | govern- Non- |sumption
tries pension | ment so- | Total | Farm farm adjust-

and insur- | cial insur- ment

ance funds| ance

2810/ 259.8/ 213.8 46.1 21.1 133 79| 507 10.0 40.6 16.2
296.4| 2729| 2237 49.2 23.6 143 93| 508 10.5 40.3 17.1
3053 2805 228.0 52.5 24.8 15.2 96| 532 11.0 422 17.9
327.11 2994 243.0 56.3 21.8 16.6 11.2| 554 11.0 444 18.8
3452 3149| 254.8 60.0 30.4 18.0 124 565 108 457 19.5
370.7| 337.8] 2729 64.9 32.9 20.3 12.6| 594 9.6 49.8 19.6
3995/ 3638 293.8 69.9 35.7 22.7 13.1| 639 11.8 52.1 20.2
442,71 4003 3219 784 423 25.5 16.8| 68.2 128 55.4 20.8
47511 429.0| 3425 86.5 46.1 28.1 18.0| 69.8 11.5 58.4 21.2
5243 472.0| 3753 96.7 52.3 32.4 200 743 115 62.8 20.9
577.6| 5183| 412.7| 105.6 59.3 36.5 228| 774 126 64.7 21.2
617.2| 5516/ 4343 1172 65.7 418 238| 784 127 65.7 21.4
658.3| 5840 457.4| 126.6 74.4 479 26.4| 84.8 132 716 22.4
7251 6388| 501.2| 137.6 86.4 55.2 312 959 16.8 79.1 23.4
811.3| 7088/ 560.0/ 148.8 102.5 62.7 39.8| 1135 28.9 84.6 24.3
890.7| 7728/ 611.8/ 161.0 118.0 73.3 447| 113.1 23.2 89.9 24.3
949.0/ 8147 6386 176.1 134.3 87.6 46.7| 1195 217 97.8 237
1,059.2| 899.6| 710.8| 1888 159.6 105.2 54.4| 132.2 170 1152 22.3
1,180.4| 994.1| 791.6| 2025 186.4 125.3 61.1| 1457 157 1300 20.7
1,335.8| 1,120.9| 901.2| 2197 2149 143.4 71.5| 166.6 196| 1471 22.1
1,501.0| 1,256.0| 1,018.7| 2373 245.0 162.4 82.6| 180.1 21.8| 1583 23.8
1,651.8| 1,377.7| 1,116.2| 2615 274.2 185.2 889| 174.1 11.3| 1628 30.0
1,825.7| 1,517.5| 1,231.7| 2858 308.3 204.7 103.6| 183.0 18.7| 1643 38.0
1,925.9| 1,593.7| 1,286.2| 307.5 332.1 2224 109.8| 1763 13.1| 1633 38.8
2,043.0 1,685.0/ 1,359.8/ 325.2 358.0 238.1 119.9| 1925 6.0/ 186.5 37.8
2,255.4| 1,854.9| 1,507.0( 347.9 400.5 261.5 139.0{ 2433 206| 222.7 40.2
2,424.9| 1,995.7| 1,621.6/ 374.1 429.2 281.5 147.7| 2623 20.8| 2415 419
2,570.1| 2,114.8| 1,717.9] 397.0 4553 297.5 157.9| 275.7 226| 2531 33.5
2,750.2| 2,270.7| 1,848.1| 422.6 479.5 3132 166.3| 302.2 28.7| 2735 33.5
2,967.2| 2,452.9| 2,001.6/ 451.3 514.2 329.6 184.6| 341.6 26.8| 3147 40.6
3,145.2| 2,596.3| 2,116.2| 480.2 548.9 355.2 193.7| 3633 33.0/ 3303 43.1
3,338.2| 2,754.0| 2,236.3| 517.7 584.2 371.8 206.5 380.6 319| 3487 50.7
3,4453| 2,823.0| 2,276.2| 546.8 622.3 407.1 215.1| 377.1 26.7| 3504 60.3
3,651.2| 2,980.3| 2,411.1| 569.2 670.9 4425 228.4| 427.6 345 393.0 78.0
3,794.9| 3,082.7| 2,496.0/ 586.8 712.2 4724 239.8| 453.8 31.2| 422.6 95.6
3,979.6| 3,232.1| 2,625.9| 606.2 747.5 4933 254.1| 4733 339| 4394 1197
4,177.0| 3,419.3| 2,793.8| 625.5 751.7 493.6 2640 492.1 22.7)  469.5) 1221
4,386.9| 3,619.6| 2,975.2| 6444 767.3 4925 274.9| 543.2 37.3| 505.9| 1315
4,664.6| 3,877.6| 3,209.5| 668.1 787.0 497.5 289.5 576.0 342| 541.8) 1288
5020.1| 4,183.4| 3,486.2| 697.3 836.7 529.7 307.0/ 627.8 294| 5984 137.5
5352.0| 4,466.3| 3,736.9] 729.3 885.7 562.4 3233| 678.3 286) 649.7) 1473
5,782.7| 4,829.2| 4,054.5| 774.7 953.4 609.9 3435| 7284 22.7| 705.7| 150.3
5942.1| 4,942.8| 4,126.9| 815.9 999.3 642.7 356.6| 771.9 19.7| 7522| 1674
6,091.2| 4,980.9| 4,115.0/ 8659 1,110.3 745.1 365.2| 768.4 106 757.8| 1529
6,310.4| 5112.7| 4,2083| 904.4| 11977 815.6 382.1| 811.3 29.2| 7821 133.0
6,665.3| 5392.1| 4,450.3| 941.8| 12732 866.1 407.1] 911.1 36.2|  8749| 127.0
7,030.3| 5,664.8| 4,687.1| 977.7| 13655 933.2 4323 970.7 302 9404 72.8
6,191.0 5,021.0| 4,127.2| 893.8/ 1,170.0 795.1 3749| 779.1 218| 757.4| 1374
6,275.4| 5,085.1| 4,180.6| 904.5| 1,190.3 810.1 380.3| 801.6 305/ 7712 1305
6,340.8| 5134.3| 4,227.2| 907.1| 1206.6 822.5 384.1 823.5 3211 7915|1163
6,434.3| 5210.4| 42982 912.2| 12239 834.7 389.2| 840.8 325 808.3] 147.6
6,525.4( 5279.9| 4,350.1| 929.8| 12455 846.1 399.4| 877.5 381 8394 1401
6,611.7| 5349.6| 4,409.1| 940.5| 1262.1 858.2 403.8| 910.2 395/ 870.6] 132.0
6,714.6| 5433.1| 44883 944.8| 12815 871.7 409.8| 915.1 329| 8822| 1127
6,809.4| 5505.8| 4,553.8| 952.1| 1,303.5 888.3 4153] 9415 343 907.3] 1234
6,889.6| 5,555.7| 4,587.3| 968.4| 13339 909.8 42411 952.8 339| 9189| 1185
6,953.7| 5,601.3| 4,627.6| 973.7| 13524 924.7 427.7] 965.8 287| 937.1] 102.8
7,093.6| 5715.2| 4,7346] 980.6| 13784 942.1 436.3] 967.3 297 931.7] -115
7,184.4| 5787.0| 4,7989| 988.1| 1,397.4 956.1 4413] 996.8 28.7) 968.1 81.5
10,721.4| 7,400.3| 5970.1| 4,972.0f 998.1| 14303 971.6 458.711,008.3 239| 9844 76.8
10,807.3| 7,425.5| 5,980.9| 4,975.0| 1,005.9| 14445 985.7 458.9/1,011.9 17.5] 9943 714
10,964.5| 7,518.1| 6,054.5| 5,033.9 1,020.5| 1,463.6/ 1,000.1 463.5/1,014. 217 993.2 78.3

L Consists of aid to families with dependent children and, beginning with 1996, assistance programs operating under the Personal Respon-

sibility and Work Opportunity Reconciliation Act of 1996.
See next page for continuation of table.
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TABLE B—29.—Sources of personal income, 1959—-2006—Continued
[Billions of dollars; quarterly data at seasonally adjusted annual rates]

Personal incomi receipts on Personal current transfer receipts
assets

Government social benefits to persons Less:
o Other Cotn_tnbu—

-age, ions

Year or SUrVivors, G‘n):’grﬁ{' tcrgrnrsfnetr for

quarter Personal | Personal Total disability, unem- Famil receints, | S0vern-

Total | interest | dividend Total | .and et | Veterans | oth fobiS | ment

income | income otal | health | PIOYMEN | penefits | SIS | OIEr | IOM 1 social
insur- insur- tance business insurance

ance ben-| , aNce (net)
efits benefits

12.6 24.2 22.9 10.2 2.8 46 0.9 45 13 13.8
134 25.7 24.4 11.1 3.0 46 1.0 47 13 16.4
139 29.5 28.1 12.6 43 5.0 11 5.1 14 17.0
15.0 304 28.8 143 3.1 47 1.3 5.5 15 19.1
16.2 322 30.3 15.2 3.0 48 14 5.9 1.9 21.7
18.2 335 31.3 16.0 2.7 47 1.5 6.4 2.2 22.4
20.2 36.2 33.9 18.1 2.3 49 1.7 7.0 2.3 234
20.7 39.6 37.5 20.8 1.9 49 1.9 8.1 2.1 31.3
21.5 48.0 458 25.8 2.2 5.6 2.3 9.9 2.3 34.9
23.5 56.1 53.3 30.5 2.1 5.9 2.8 119 2.8 38.7
24.2 62.3 59.0 33.1 2.2 6.7 35 134 3.3 44.1
24.3 74.7 117 38.6 4.0 1.7 43 16.6 2.9 46.4
25.0 88.1 85.4 447 5.8 8.8 6.2 20.0 2.7 51.2
26.8 97.9 94.8 49.8 5.7 9.7 6.9 22.1 3.1 59.2
299 112.6| 108.6 60.9 44 10.4 1.2 25.1 3.9 755
332 1333 1286 70.3 6.8 118 8.0 31.7 4.7 85.2
329/ 1700/ 163.1 81.5 17.6 14.5 9.3 40.2 6.8 89.3
39.0) 184.0] 1773 93.3 15.8 144|101 43.7 6.7 101.3
4471 1942) 189.1 105.3 12.7 13.8| 10.6 46.7 5.1 113.1
50.7| 209.6] 203.2 116.9 9.1 139] 108 52.5 6.5 131.3
57.4| 2353 22711 132.5 9.4 144 111 59.6 8.2 152.7
64.0| 279.5| 270.8 154.8 15.7 150/ 125 72.8 8.6 166.2
736| 3184 3072 182.1 15.6 16.1| 131 80.2 112 195.7
71.6| 354.8| 3424 204.6 25.1 16.4| 129 83.4 124 208.9
83.3| 3837 3699 2222 26.2 16.6| 138 91.0 13.8 226.0
90.6/ 400.1] 3804 237.8 159 16.4| 145 95.9 19.7 257.5
97.4| 424.9] 402.6 253.0 15.7 16.7] 152| 102.0 22.3 281.4
106.0| 451.0] 428.0 268.9 163 16.7] 16.1] 109.9 22.9 3034
112.2| 467.6| 4474 282.6 145 16.6| 16.4| 117.3 20.2 323.1
129.7|  496.6| 476.0 300.2 132 16.9] 169 1288 20.6 361.5
157.8| 5434 5199 325.6 143 17.3] 175 1453 23.5 385.2
168.8| 5952 573.1 351.8 18.0 17.8] 192 166.2 22.2 410.1
180.3| 666.4| 6485 381.7 26.6 18.3]  2L.1| 2008 17.9 430.2
187.4| 7494 7298 4144 38.9 193] 222| 2349 19.6 455.0
202.2|  790.1|  775.7 443.4 341 20.1) 22.8| 2553 144 477.7
2340/ 827.3| 8122 4754 23.5 20.1 232 2700 15.1 508.2
2532 877.4| 8584 506.8 214 209| 22.6| 286.7 19.0 532.8
296.2| 925.0/ 902.1 537.7 22.0 217|203 3004 22.9 555.2
3330/ 951.2| 931.8 563.2 19.9 225 17.9] 3083 19.4 587.2
3499 9786 952.6 575.1 19.5 234 1741 3173 26.0 624.2
335.6| 1,022.1] 988.0 588.9 20.3 243 179 336.7 341 661.4
376.1| 1,084.0| 1,041.6 620.8 20.3 251 184| 357.0 42.4 702.7
369.0f 1,193.9] 1,143.9 668.5 31.7 26.7) 181 3989 50.0 731.1
397.2| 1,286.2| 1,248.9 707.5 53.2 29.6| 17.7| 4409 37.3 750.0
422.6| 1,351.0 1,316.7 741.3 52.8 32.00 184| 4722 343 178.6
537.11 1,426.5| 1,398.4 791.4 36.0 3431 184| 5184 28.1 826.4
574.4| 1,526.6| 1,480.9 844.9 313 36.8| 183 5494 45.7 880.6
409.4] 1,327.0| 1,290.5 728.7 50.9 315 181 4613 36.4 765.4
4153] 1,344.0| 1,308.3 738.0 54.6 319| 183 4655 35.6 775.0
424.9] 1,365.5| 1,331.6 744.7 54.3 32.3| 185 4818 33.9 782.1
440.7| 1,367.6| 1,336.4 753.9 51.4 32.3| 185 4803 31.2 791.9
47341 1,399.3| 1,373.7 774.2 43.0 33.7| 184 5044 25.6 810.8
500.8| 1,416.7| 1,393.0 786.4 35.5 34.0| 184 5188 23.7 819.8
526.6| 1,441.7| 1403.2 796.5 33.3 345|183 5206 38.4 831.8
647.5| 1,448.4| 1423.5 808.4 32.3 349| 183 529.7 24.8 843.1
552.0 1,487.3| 1,456.3 832.2 32.8 36.4| 183| 536.6 31.0 863.6
565.7| 1,510.1| 1,477.2 844.4 30.7 36.7) 183 5471 33.0 871.5
581.5| 1,569.0| 1,489.2 848.5 30.2 37.0) 18.4| 555.1 79.8 888.5
598.5| 1,539.8| 1,500.8 854.6 31.6 37.2| 185 5588 39.0 898.9
613.2| 1,570.4| 1536.0 909.9 21.8 39.1)  18.6| 5406 34.5 936.7
628.5| 1,589.7| 1,554.7 928.1 21.0 39.8| 18.8| 541.0 35.0 938.8
647.8| 1,618.6/ 1,583.1 936.7 21.3 402| 189 560.0 35.5 948.9

Source: Department of Commerce, Bureau of Economic Analysis.
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TABLE B—30.—Disposition of personal income, 1959-2006

[Billions of dollars, except as noted; quarterly data at seasonally adjusted annual rates]

Less: Personal outlays

Percent of disposable
personal income 2

less: | Eauals: sr;%rél Personal outlays
Year or quarter Personal | Personal DI:EI%S- Pe;(s)(nJTaI Personal | - cur- PEeqrgg:lSe;I
income ctuar;ggt personal | Total | sumption mlt)ea?t t{:g; saving PecrggTal Personal
Income exﬁgg' ments! | fer Total | sumption | S2VI"8
pay- expendi-
ments tures

3928 423 3505 3239 3176 55/ 08 26.7 924 90.6 7.6
4115 46.1 3654 33838 3317 6.2 8 26.7 92.7 90.8 7.3
429.0 473 38181 3496 342.1 65/ 10 32.2 91.6 89.6 8.4
456.7 51.6 405.1 3713 3633 700 11 33.8 91.7 89.7 8.3
479.6 54.6 425.1 3918 3827 791 12 333 92.2 90.0 7.8
514.6 52.1 4625 4217 4114 891 13 40.8 91.2 89.0 8.8
555.7 57.7 498.11  455.1 443.8 99| 14 43.0 914 89.1 8.6
603.9 66.4 537.5| 4931 480.9 107 L6 44.4 91.7 89.5 8.3
648.3 73.0 5753 | 5209 507.8 1120 54.4 90.5 88.3 9.5
712.0 87.0 625.0| 5722 558.0 122 20 52.8 91.6 89.3 8.4
7785 1045 674.0| 6214 605.2 140 22 525 92.2 89.8 78
838.8| 103.1 7357\ 6662 648.5 152 26 69.5 90.6 88.1 9.4
903.5( 1017 8018 | 7212 7019 166 28 80.6 89.9 87.5 10.1
992.7( 1236 869.1 7919 7706 181 31 71.2 9L.1 88.7 8.9
111071 1324 9783 | 8756 852.4 198 34 102.7 89.5 87.1 105
12226 151.0| 10716| 9580 933.4 212 34 113.6 89.4 87.1 10.6
1,335.0| 1476 11874 10619 10344 237 38 125.6 89.4 87.1 10.6
14748 1723 13025| 1,1802| 1,1519 239 44 122.3 90.6 88.4 94
1633.2| 1975 14357 13104 12786 270 48 125.3 91.3 89.1 8.7
1,837.7| 2294| 16083| 14658| 14285 319 54 142.5 9L.1 88.8 8.9
2,0622| 268.7| 1793.5| 16344| 15922 362 59 159.1 911 88.8 8.9
23079 298.9| 2009.0| 18075 1,757.1 436 68 2014 90.0 87.5 10.0
2,5913| 3452| 224611 2,001.8| 19411 4931 114 244.3 89.1 86.4 10.9
2,7753| 35411 2421.2| 2,1504| 2,077.3 59.5| 136 2708 88.8 85.8 112
2,960.7| 352.3| 26084| 23748| 22906 69.2| 150 2336 91.0 87.8 9.0
3,289.5| 37741 2912.0| 2597.3| 12,5033 770 169 314.8 89.2 86.0 10.8
3,526.7| 41741 31093| 2.8293| 2,7203 904 | 186 280.0 91.0 87.5 9.0
3,7224| 4373 3285.1| 3016.7| 2,899.7 9.1 209 268.4 91.8 88.3 8.2
3,947.4|  489.11 34583| 32169| 3,1002 936 231 2414 93.0 89.6 7.0
4,253.7| 50501 3748.7| 34758| 3,3536 9.8 254 2729 92.7 89.5 73
4,587.8| 566.1| 4021.7| 3,7345| 35985 108.2| 278 287.1 92.9 89.5 7.1
48786\ 5928 | 42858| 3986.4| 38399 1161 304 2994 93.0 89.6 7.0
50510 5867\ 4,4643| 414011 3986.1| 1185 356 324.2 92.7 89.3 73
53620 6106 4,7514| 43854 42353 1118 383 366.0 92.3 89.1 1.7
59585| 6466\ 49119| 46279 44779| 1073\ 427 284.0 94.2 91.2 5.8
58425| 6907\ 51518| 49024 47433 1128| 463 249.5 95.2 92.1 4.8
6,1523| 7441) 54082| 5157.3| 49758| 132.7| 489 2509 95.4 92.0 4.6
6,5206| 8321 56885| 54600 52568 1503| 529 2284 96.0 92.4 4.0
69151\ 9263| 59888| 5770.5| 55474| 163.9| 592 2183 96.4 92.6 36
74230| 10270 63959| 611911 58795| 1745 652 276.8 95.7 91.9 43
7,8024| 1,1075| 6,695.0| 6536.4) 62825 1810\ 73.0 158.6 97.6 93.8 24
8,429.7| 12357| 7,1940| 70256| 6,739.4| 2047| 815 168.5 97.7 93.7 2.3
8,724.1| 1237.3| 7/486.8| 73545 7,0550| 2122| 872 132.3 98.2 94.2 18
8,8819| 1,051.8| 70830.1| 76453 7,3507| 196.4| 982 184.7 97.6 93.9 24
9,1636| 1,001.1| 81625| 7,987.7| 7,7036| 1825| 1015 174.9 97.9 94.4 2.1
9,731.4| 1,0498| 8681.6| 8507.2| 82115 186.0| 109.7 174.3 98.0 94.6 2.0
10,239.2 1203.1| 9,036.1| 9,070.9| 87424| 209.4| 1192 -34.8| 1004 96.7 -4
8,998.2| 10227 79755| 7.8264| 75481 1791 99.1 149.1 98.1 94.6 19
9,1113| 1,023.7| 8087.6| 79137| 76284  1844) 1009 1739 97.8 94.3 2.2
92036| 9426| 8261.0| 80670 7,7826| 1846| 9938 194.0 97.7 94.2 2.3
9,3413| 10154 8326.0| 81435 7,8553| 181.9| 1063 182.5 97.8 94.3 2.2
9,497.7| 10160 8481.6| 83027| 80180 177.3| 1074 178.9 97.9 94.5 2.1
9,640.5| 1033.4| 8607.1| 84387| 81481 181.1| 109.5 168.3 98.0 94.7 2.0
9,7679| 10616 8706.3| 85651 82650 189.3| 1107 141.2 98.4 94.9 1.6
10,0194 | 1,088.2| 89312 87223| 84148 196.2| 1112 2089 97.7 94.2 23
10,0488 1,1567.9| 8,890.9| 88385| 85197 199.8| 119.0 525 99.4 95.8 6
10,161.5| 1,191.8| 8,969.7| 9,0004| 86746 2085| 1173 -30.8|| 1003 96.7 -3
10,262.7| 12150 9,047.7| 9,180.3| 88473| 2146| 1185 -1326( 1015 97.8 -1.5
10,483.7| 1247.6| 9,236.1| 92645 89278| 2149| 1218 -285| 1003 96.7 -3
10,721.4| 1332.6| 9,3888| 94185| 90792 2185| 1209 =29.7|| 1003 96.7 -3
807.3| 1,361.0| 94462 9577.0| 92281| 2229| 126.0| -130.8| 101.4 97.7 -14
10,964.5| 1366.2| 9,5983| 9,710.0| 9,346.7| 2355| 1278| -111.7] 1012 97.4 -12

1 Consists of nonmortgage interest paid by households.

2Percents based on data in millions of dollars.
Source: Department of Commerce, Bureau of Economic Analysis.
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TABLE B-31.—Total and per capita disposable personal income and personal consumption expenditures,
and per capita gross domestic product, in curvent and real dollars, 1959-2006

[Quarterly data at seasonally adjusted annual rates, except as noted]

Disposable personal income

Personal consumption expenditures

Gross domestic

product

Total (billions of Per capita Total (billions of Per capita per capita Popula-

Year or dollars) (dollars) dollars) (dollars) (dollars) tion
guarter Chained Chained Chained Chained Chained (thgu)—l

Current aned | current | “NANEd | Current aned | Current ained |1 Current amned || sands

dollars Ej%?lg(r)é dollars é%‘ﬂg?g dollars é%tl)lg(r); dollars é%ﬂg?; dollars ézo(l)lg[r)é

350.5 1,715.5 1,979 9,685 3176 1,554.6 1,793 8,776 2,860 13,782 177,130
365.4 1,759.7 2,022 9,735 3317 1,597.4 1,835 8,837 2,912 13,840 180,760
381.8 1,819.2 2,078 9,901 3421 1,630.3 1,862 8,873 2,965 13,932 183,742
405.1 1,908.2 2,171 10,227 363.3 17111 1,947 9,170 3,139 14,552 186,590
425.1 1,979.1 2,246 | 10,455 382.7 1,781.6 2,022 9,412 3,263 14,971 189,300
462.5 | 2,122.8 2,410 | 11,061 4114 1,888.4 2,144 9,839 3,458 15,624 191,927
498.1 2,253.3 2,563 | 11,594 4438 | 2,007.7 2,283 10,331 3,700 16,420 194,347
537.5 | 23719 2,734 | 12,065 4809 | 2,121.8 2,446 10,793 4,007 17,290 196,599
575.3 | 24759 2,895 | 12,457 507.8 | 2,185.0 2,555 10,994 4,189 17,533 198,752
625.0 | 2,588.0 3,114 | 12,892 558.0 | 23105 2,780 11,510 4,533 18,196 || 200,745
674.0 | 2,668.7 3,324 | 13,163 605.2 | 2,396.4 2,985 11,820 4,857 18,573 || 202,736
7357 | 2,781.7 3,587 | 13,563 648.5 | 24519 3,162 11,955 5,064 18,391 205,089
801.8 | 2,907.9 3,860 | 14,001 7019 | 25455 3,379 12,256 5427 18,771 207,692
869.1 3,046.5 4,140 | 14,512 770.6 | 2,701.3 3,671 12,868 5,899 19,555 209,924
978.3 | 32523 4,616 | 15345 852.4 | 28338 ,022 13,371 6,524 20,484 211,939
1,071.6 | 32285 5010 | 15,094 9334 | 28123 4,364 13,148 7,013 20,195 || 213,898
1,187.4 | 33026 5498 | 15291 1,0344 | 28769 4,789 13,320 7,586 19,961 215,981
,302.5 | 34322 5972 | 15738 1519 | 3,035.5 ,282 13,919 8,369 20,822 || 218,086
14357 | 35529 6,517 | 16,128 1,278.6 | 3,164.1 5,804 14,364 9,219 21,565 || 220,289
1,608.3 | 37188 7,224 1 16,704 14285 | 3,303.1 6,417 14,837 10,307 22,526 222,629
7935 | 38112 7967 | 16,931 1,592.2 | 13,3834 7,073 15,030 1,387 22,982 225,106
2,009.0 | 3,857.7 8,822 | 16,940 1,757.1 33741 1,716 14,816 12,249 22,666 || 227,726
2,246.1 3,960.0 9,765 | 17,217 1,941.1 34222 8,439 14,879 13,601 23,007 || 230,008
24212 | 40449 | 10426 | 17418 | 2,077.3 | 34703 8,945 14,944 14,017 22,346 || 232,218
2,6084 | 4177.7 | 11,131 17,828 | 12,2906 | 3,668.6 9,775 15,656 15,092 23,146 || 234,333
29120 | 44941 | 12319 | 19,011 2,503.3 | 3,863.3 | 10,589 16,343 16,638 24,593 || 236,394
3,109.3 | 46452 | 13,037 | 19476 | 2,720.3 | 4,064.0 | 11406 17,040 17,695 25,382 || 238,506
32851 | 4791.0 | 13,649 | 19,906 | 2,899.7 | 42289 | 12,048 17,570 18,542 26,024 || 240,683
34583 | 48745 | 14241 | 20,072 | 3,100.2 | 43698 | 12,766 17,994 19,517 26,664 || 242843
37487 | 5082.6 | 15297 | 20,740 | 3,353.6 | 45469 | 13,685 18,554 20,827 27,514 || 245,061
40217 | 52248 | 16,257 | 21,120 | 3,598.5 | 4,675.0 | 14,546 18,898 22,169 28,221 247,387
42858 | 53242 | 17,131 | 21,281 3,839.9 | 47703 | 15,349 19,067 23,195 28,429 || 250,181
44643 | 53517 | 17,609 | 21,109 | 3,986.1 47784 | 15,722 18,848 23,650 28,007 || 253,530
47514 | 5536.3 | 18494 | 21548 | 42353 | 49348 | 16,485 19,208 24,668 28,556 || 256,922
49119 | 5594.2 | 18872 | 21,493 | 44779 5099.8 | 17,204 19,593 25,578 28,940 || 260,282
5151.8 | 57464 | 19,555 | 21812 | 47433 5290.7 | 18,004 20,082 26,844 29,741 263,455
5408.2 | 59057 | 20,287 | 22,153 | 4,975.8 54335 | 18,665 20,382 27,749 30,128 || 266,588
5688.5 | 6,080.9 | 21,091 | 22,546 | 5256.8 5619.4 | 19,490 20,835 28,982 30,881 269,714
5988.8 | 62958 | 21,940 | 23,065 | 55474 5831.8 | 20,323 21,365 30,424 31,886 || 272,958
6,395.9 | 6,663.9 | 23,161 | 24,131 5879.5 | 61258 | 21,291 22,183 31,674 32,833 || 276,154
6,695.0 | 6,861.3 | 23,968 | 24,564 | 6,282.5 | 6,438.6 | 22,491 23,050 33,181 33,904 || 279,328
7,194.0 | 17,1940 | 25472 | 25472 6,739.4 | 67394 | 23862 23,862 34,759 34,759 || 282,429
7,486.8 | 17,3333 6,235 | 25,697 7,055.0 | 69104 | 24,722 24215 35,491 34,659 || 285371
7,830.1 15622 | 27,164 | 26,235 | 7,350.7 7,099.3 | 25501 24,629 36,321 34,861 288,253
8,162.5 | 7,729.9 | 28,039 | 26,553 7,703.6 7,295.3 | 26,463 25,060 37,651 35385 || 291,114
8,681.6 | 80108 9,536 | 27,254 | 82115 7,577.1 | 27,937 25,778 39,847 36,415 || 293,933
9,036.1 8,104.6 | 30458 | 27,318 | 87424 | 7841.2 | 29,468 26,430 || 41,984 37,241 296,677
: 79755 | 75917 | 27,499 | 26,176 | 7,548.1 7,184.9 | 26,026 24773 36,913 34914 1| 290,025
Il .| 80876 | 76857 | 27,820 | 26437 76284 | 72493 | 26,240 24,936 37,259 35129 || 290,717
.| 82610 | 78048 | 28341 | 26,776 | 7,782.6 7,352.9 | 26,700 25,226 38,033 35675 || 291,485
IV .| 83260 | 78373 | 28492 | 26819 | 78553 73943 | 26,881 25,303 38,393 35818 || 292,226
2004:1 ... 84816 | 79124 | 28962 | 27,018 | 8,018.0 7479.8 | 27,379 25,541 39,033 36,081 292,853
.| 8607.1 7,9588 | 29,322 | 27,113 8,148.1 7,534.4 | 27,758 25,667 39,686 36,355 || 293,539
.| 87063 | 80133 | 29,583 | 27,228 | 8,265.0 7,607.1 | 28,084 25,848 || 40,093 36,538 || 294,301
IV .| 89312 | 81588 | 30,271 | 27,654 | 84148 7,687.1 | 28,521 26,055 || 40,572 36,683 || 295,037
2005:1 ... 8,890.9 | 8,076.6 | 30,073 | 27319 | 8519.7 7,739.4 | 28818 26,178 || 41,175 36,916 295,643
.| 8969.7 | 80858 | 30273 | 27,290 | 8,674.6 7,819.8 | 29,277 26,392 || 41,669 37,132 296,289
.| 90477 | 80741 | 30461 | 27,183 8,847.3 7,895.3 | 29,786 26,581 42,331 37,421 297,027
IV .| 92361 8,833 | 31,020 | 27484 | 89278 7,910.2 | 29,985 26,567 || 42,756 37,494 297,748
2006:1 ... 93888 | 8,276.8 | 31,470 | 27,743 9,079.2 | 8,003.8 | 30,432 26,828 || 43,602 37,931 298,340
.| 94462 | 82454 | 31595 | 27578 | 9,228.1 8,055.0 | 30,865 26,941 44141 38,090 || 298,982
.| 95983 | 8329. 32,025 | 27,792 9,346.7 | 8111.2 | 31,185 27,063 || 44,451 38,181 299,716

IPopulation of the United States including Armed Forces overseas; includes Alaska and Hawaii beginning 1960. Annual data are averages

of quarterly data. Quarterly data are averages for the period.

Source: Department of Commerce (Bureau of Economic Analysis and Bureau of the Census).
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TABLE B—32.—Gross saving and investment, 1959-2006
[Billions of dollars, except as noted; quarterly data at seasonally adjusted annual rates]

Gross saving
Net saving
Consumption of fixed
Net private saving Net government saving capital
Year or quarter Total -
gross Total Undis- | Wage
saving net Total | Personal tributed Iaccrléja_ls total | Federal Staae 6
saving | Tota : cor- |less dis-| Tota ederal | an : overn-
SavVing | porate | burse- local | Totel | Private | “pons
profits1 | ments
53.2| 46.0 26.7 194 0.0 7.1 33 3.8 53.0 38.6 145
55.8| 443 26.7 176 0 115 7.2 43 55.6 40.5 15.0
57.1| 502 322 18.1 0 6.9 2.6 43 57.2 416 15.6
65.7| 57.9 338 24.1 0 7.8 2.5 5.2 59.3 42.8 16.5
708/ 597 33.3 26.4 0 111 5.4 5.7 62.4 44.9 17.5
784 71.0 40.8 30.1 0 7.4 1.0 6.4 65.0 46.9 18.1
89.1| 79.2 43.0 36.2 0 9.9 3.3 6.5 69.4 50.5 18.9
931 83.1 444 38.7 0 10.0 2.3 78 75.6 55.5 20.1
89.0| 914 54.4 36.9 0 =24 -94 7.0 81.5 59.9 21.6
936 884 52.8 35.6 0 5.2 =23 1.5 88.4 65.2 23.1
1004 837 52.5 31.2 0 16.7 8.7 8.0 97.9 73.1 24.8
86.0/ 94.0 69.5 24.6 0 -8.1| -152 7.1 106.7 80.0 26.7
939| 115.8 80.6 34.8 41 219 -284 6.5 115.0 86.7 28.3
111.0] 1198 71.2 429 -3 -8.8| -244 15.6| 1265 97.1 29.5
152.7 1483 102.7 45.6 0 44) -113 15.7] 1393|1079 314
139.0| 1434 113.6 29.8 0 44| -138 93| 162.5| 1266 35.9
109.2| 175.8 125.6 50.2 0| -66.6] -69.0 25| 187.7| 1478 40.0
137.0| 1813 122.3 59.0 0| -444| -517 74| 2052 1625 426
167.5| 1985 125.3 73.2 0] -3L0 -441 13.1|  230.0| 1843 457
215.7| 2235 142.5 81.0 0 -7.8| -265 18.7| 2623 2128 495
236.6| 234.9 159.1 75.7 0 17) -113 13.0] 300.1| 2457 54.5
2065 251.3 2014 49.9 0] -448| -53.6 88| 343.0( 28L1 61.8
266.6| 312.3 2443 68.0 0] -457] -53.3 76| 3881 3179 70.1
202.2| 336.2 270.8 0] -134.1] -131.9 -2.2| 4269 3498 71.1
165.6| 333.7 2336/ 100.1 0] -168.1] -173.0 49| 4438 3621 81.7
3009/ 445.0 3148/ 1303 0] -144.1] -168.1 239| 472.6] 385.6 87.0
260.7| 413.4 280.0/ 1334 0] -152.6] -175.0 22.3| 506.7| 414.0 92.7
202.2| 372.0 268.4| 103.7 0] -169.9] -190.8 21.0| 531.3] 4318 99.5
2349| 367.4 241.4| 126.1 0] -132.6] -145.0 12.4| 561.9| 4553| 106.7
317.4| 434.0 2729 1611 0] -116.6] -134.5 17.9] 597.6| 4835 1141
300.4| 409.7 287.1) 122.6 0] -109.3] -130.1 20.8| 644.3] 522.1] 1222
258.0| 422.7 2994 1233 0] -164.8] -172.0 7.2| 682.5] 551.6| 1309
238.2| 456.1 3242 1319 0 -217.9] -213.7 -4.2| 7259 586.9| 139.1
196.3| 493.0 366.00 142.7| -15.8| -296.7| -297.4 Jl7519|  607.3] 144.6
186.0| 458.6 284.0/ 168.1 6.4| -272.6| -273.5 9| 7764| 6247) 1518
237.1| 4389 2495 1718 17.6| -201.9| -2123 10.5| 833.7| 6751 1586
306.2| 491.1 2509 2238 16.4| -184.9| -197.0 12.0| 8784 713.4| 165.0
373.0/ 489.0 228.4|  256.9 36| -116.0| -141.8 258 9181 748.8] 1693
486.6| 503.3 2183| 2879 -29| -16.7| -55.8 39.1 974.4| 800.3] 1741
568.6| 477.8 276.8| 2017 -7 8.8 52.0| 1,030.2| 851.2| 179.0
573.0 419.0 158.6] 2553 52| 154.0/ 1036 50.4| 1,101.3] 914.3] 187.0
582.7| 343.3 168.5| 1748 0 2394 1895 50.0| 1,187.8| 990.8| 197.0
376.1| 324.6 132.3] 1923 0 51.5 46.7 48| 1,281.5| 1,075.5] 206.0
197.1] 479.2 184.7| 2945 0| -282.1| -247.9| -34.2| 1,292.0| 1,080.3| 2116
122.5| 515.0 1749 3251 15.0| -392.5| -372.1) -20.4| 1,336.5| 1,118.3] 218.2
107.5| 502.4 174.3| 343.0| -15.0| -394.9| -382.0| -12.9| 1436.2| 1,2054| 2308
7.2| 3197 -34.8] 3545 0] -312.5] -309.2 -3.3| 1,604.8| 1,352.6| 2522
85.5| 436.9 149.11 2778 10.0| -351.4| -290.2| -612| 1,317.0| 1,101.1] 2159
106.2| 498.9 173.9] 3100 15.0| -392.7| -365.5| -27.2| 1,329.5| 1,111.7| 217.7
103.0| 562.6 194.01 3436 25.0| -459.6| -451.4 -8.2| 1,342.6| 1,123.6| 219.0
1952 561.5 182.5|  369.0 10.0| -366.3| -381.5 15.2| 1,357.0| 1,136.7| 220.2
159.5| 575.2 178.9| 4013 =50 -415.7| -401.0/ -14.7| 1,373.2| 1,150.3| 223.0
131.3| 525.6 168.3| 377.2| -20.0) -394.3| -380.6| -13.6| 1,394.5 1,166.4| 228.1
4434 141.2| 327.2| -25.0| -402.9| -380.6| -22.3| 1534.9| 1,301.9| 233.0
98.6| 465.2 2089 266.2| -10.0/ -366.6| -365.7 -9| 1,442.0 1,203.1) 2389
1405 417.2 52.5| 3647 0| -276.6| -287.6 10.9] 1,467.8| 1,225.7| 242.1
74.0| 351.1 -30.8] 3819 0] -277.1] -289.6 12.4| 1,491.1| 1,2449| 246.2
-244.5| 1709 -132.6| 3035 0| -4154| -396.0) -19.3| 1,898.0| 1632.3| 265.7
58.7| 339.5 -28.5] 3679 0| -280.8| -263.6| -17.2| 1,562.5| 1,307.5| 255.0
332.4| 466.7 -29.7| 4964 0] -1343| -147.0 12.7] 1,548.0| 1,2889| 259.1
216.9| 353.9| -130.8| 484.6 0] -136.9] -163.1 26.1| 1,572.8| 1,309.8] 2629
2249| 400.7) -111.7| 5124 0] -175.8| -165.6] -10.2| 1,582.0| 1,314.4| 267.6

IWith inventory valuation and capital consumption adjustments.
See next page for continuation of table.
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TABLE B—-32.—G'ross saving and investment, 1959—-2006—Continued
[Billions of dollars, except as noted; quarterly data at seasonally adjusted annual rates]

Gross domestic investment, capital account trans- Addenda:
actions, and net lending, NIPA

Gross | Net

Gross government saving saving|saving

Gross domestic investment

Cap- . asa|asa
Year or Gross IatcaI le"‘\‘git"g Sg'act;? Gross do’\rl:gsf Gont | bont
quarter : Gross or net | discrep- ; ;

Total Total private overn- count bor- anc private Total Federal State | tic of of
domes- gment trans-| i Y || saving and | invest- | gross | gross
tic | vest- | 8¢ [ g local | ment | na- | na-
invest- | arts | tions | ioxa tional | tional
ment (net)3 in- | in-

come | come

o

2 5 8.0

. 2 9 . . 8.7 . .
113.8| 1095 78.2 3 6 91.8 22.5 135 9.0 52.3| 20.8| 10.4
1253| 1214 88.1 9 Al 1007 24.3 14.0 103 622| 212| 111
132.4| 1274 93.8 0 =8| 104.6 28.6 17.5 111 65.0| 21.4| 114
1442\ 136.7| 1021 5 8l 1179 25.5 134 12.1 71.7) 215 117
160.0( 153.8| 1182 2 16 129.7 28.8 16.0 12.8 844 219 123
17500 171.1] 1313 9 6.3| 1386 30.1 155 146 95.5| 214| 118
17511 171.6] 1286 6 46| 1513 19.2 47 14.5 90.1] 20.5| 10.7
186.6| 184.8| 1412 7 46| 1537 28.3 12.5 158 96.5| 20.0/ 103
2015/ 199.7) 156.4 8 3.2 156.8 415 24.2 17.3| 101.8) 20.1] 102
2000/ 196.0| 152.4 0 73 1741 18.6 9 17.7 89.3| 18.6| 83
2205/ 2199| 1782 6 11.6] 2025 6.4 -11.9 18.3| 1049| 18.6| 84
2466/ 250.2| 207.6 6 9.11 216.8 20.7 -1.1 285 1237| 192/ 9.0
300.7) 291.3| 2445 3 8.6/ 256.3 35.8 5.8 3000 1521 2L1.1} 11.0
3123 305.7| 2494 6 109]  270.0 315 45 270 1432| 200, 9.2
3147 2933| 230.2 4 17.7|  323.6|] -26.6 -49.3 227 105.6| 182 6.7
367.2| 3584 292.0 9 25.1 3438 -1.7 -30.3 286| 153.2| 18.8| 7.5
419.8| 4288 3613 0 22.3| 3828 147 -21.0 357 19838 19.6| 83
5046/ 5150/ 438.0 4 26.6| 436.3 417 -1.5 432|  252.7| 209, 94
582.8| 5814 492.9 4 46.0(| 4805 56.2 15.7 405 2812) 21.1} 93
5909/ 579.5| 4793 . 4 414( 5324 17.0 -23.6 40.6] 236.6| 19.7) 7.4
6856/ 6793 5724 . 3 309 6303 24.4 -19.4 439 291.2) 209 85
629.4| 629.5| 517.2| 1123 -0.2 0 3l 686.0 -56.9 -94.2 37.3|  202.6) 19.1] 6.1
655.1| 687.2| 564.3| 1229 2| =318 457( 6958 -86.5 -132.3 458|  2434) 173 47
788.0| 8750/ 7356 1394| -2| -86.7 14,6 830.6| -57.2 -123.5 66.3| 4024 196 7.6
7841 8950 736.2| 158.8] -3| -110.5 16.7]| 827.3] -59.9 -126.9 67.0/ 3883 181 6.2
7805/ 9197\ 746.5| 173.2] -3| -1389 47.0( 8039 -704 -139.2 688/ 388.4| 165 4.6
8185/ 969.2| 785.0{ 184.3] -4 -150.4 217 8227 -25.9 -8 639| 407.3| 168 5.0
8955 1,007.7) 821.6) 186.1| -5 -1117| -19.5]| 917.5 2.5 -75.2 7271 4101 17.8] 6.2
984.3| 1,072.6| 8749 197.7 -3| -88.0 39.7) 9318 129 -66.7 79.6) 4284] 173] 55
1,006.7| 1,076.7| 861.0( 2157 6.6 -76.6 66.2| 974 -33.8 -104.1 70.3| 394.2| 163| 45
1,036.6| 1,023.2| 802.9| 2203 45 9.0 72.5 1,0429] -78.8 -141.5 62.7] 297.3| 16.2| 4.0
1,051.0) 1,087.9| 864.8| 223.1 6] =375 1027 1,100.4| -152.1 -222.1 70.6| 336.0) 15.1] 3.1
1,102.0| 1,172.4 34| 2190| 13/ =717/ 139.5| 1,083.3| -120.8 -195.5 7471 3959 147| 238
12132| 13184) 1097.1) 22141 17| -106.9| 1425 1114.0| -43.2 -132.2 88.9| 4847| 154) 34
1,285.7| 1,376.7| 1,144.0f 2327 91 =919 1012\ 1,2045/ -19.9 -115.1 95.2| 498.4| 162| 4.2
1,384.8| 1,485.2| 1240.3| 2449 J -101.0 93.7| 1,237.8 53.3 -59.7| 113.0f 567.1} 16.6| 48
1,531.7) 1,641.9| 1389.8| 2622 1.0| -1113 70.7)| 1,303.6] 157.5 26.7| 130.7| 667.5| 17.7) 59
1,584.1| 1,771.5| 1,609.1| 2624 J| -188.11 -146( 13289 269.8 121.6| 148.2| 7413| 182 65
1,638.5| 1912.4| 1625.7| 2868 4.8/ -278.7| -35.7| 13333 341.0 188.5| 1625/ 8112 17.9] 6.1
1,643.3| 2,040.0| 17355 3045 8| -397.4| -127.2|| 1,334.1| 4364 276.6| 159.8/ 852.1) 17.7| 58
1,567.9| 1,938.3| 1614.3] 3240/ 11| -371.5( -89.6| 1400.1| 2575 134.9| 122.6| 656.9| 16.2| 37
1,468.1) 1,926.4| 1582.1| 344.3| 14| -459.7| -21.0|| 1559.6] ~-70.5 -159.1 88.6| 6344| 142 19
1,507.8| 2,020.0( 1,664.1| 356.0| 3.2| -515.5 48.8| 1633.3| -174.3 -281.7| 107.4] 6835 133| 1.1
1,610.3| 2,259.4| 1,888.0 371.4| 23| -651.3 66.7|| 1,707.8| -164.1 -287.9| 123.8] 8232 132 9
1,683.1) 2,454.5| 2,057.4| 397.1| 44| -775.8 710/ 1,672.3] -60.2 -210.1) 149.9] 849.7| 13.0 1
14238 1,954.6| 1606.4| 3482 17| -532.5 21.3|| 1,538.1] -135.5 -200.4 64.9] 637.6| 13.1 8
1,456.7| 1,969.6| 1617.1| 3525 6.4 -519.2 21.1] 1,610.6| -175.0 -274.9]  100.0) 640.1] 132| 1.0
Il | 15435 2,053.4] 16905 3628/ 3.3| -513.2 97.9/ 1,686.2| -240.6 -360.7) 120.1] 710.7| 13.1 9
IV | 1607.1] 2,102.6] 1,742.3| 360.3] 1.4| -496.9 54.9|| 1,698.2| -146.0 -290.7) 144.7) 7456| 138 17
2004:1 1,576.7| 2,140.2| 1781.9] 3583 1.8 -565.4 4391 17255 -192.7 -309.2) 116.5| 767.0| 134| 14
1,614.0| 2,263.8| 1,892.2| 371.7| 16| -651.4 88.2|| 1,691.9] -166.1 -286.8) 120.7| 869.3| 132| 11
| 1,642.2) 22936 1,917.7) 3759| 3.7| -655.1 66.8/| 1,745.3| -169.9 -286.1) 116.2| 7587 134 3
IV | 1,608.4] 23399 1,960.2| 379.7) 1.9 -7334 67.8) 1,668.3| -127.7 -269.5| 141.8] 897.9| 129 8
2005:1 ... | 1,645.7| 2,397.1| 2,013.5] 383.6| 10.8] -762.1 37.4] 1,6429] -345 -190.1] 155.6| 929.3| 132| 12
Il..| 1,653.1] 2,404.4] 2,009.1| 395.3| 2.4| -753.6 88.1/| 1,596.0/ -31.0 -191.3| 160.3] 913.3] 12.7 6
| 1,737.9] 2,452.9| 2,052.6| 4003| 2.2 -717.2 84.5/| 1,803.2] -149.7 -296.2| 146.6| 5549 132| -1.9
IV | 1,6954| 2,563.6| 2,154.5 409.1] 2.1| -870.2 74.3|| 1,647.0) -25.8 -162.9] 137.1] 1,001.1] 12.8 5
2006:1 ... | 1,818.6| 2,634.7| 2,214.8] 419.9] 7.0| -823.1| -61.9|| 1,755.7| 124.8 -44.6| 169.4| 1,086.7| 144| 25
Il.. ] 18255 2668.0] 2,237.1| 4309| 3.5| -846.1 35.8/| 1,663.7) 126.0 -59.4| 1854 2| 136/ 1.6
| 1,801.6| 2,668.5] 2,235.5| 433.0] 1.7| -868.7 =53] 1,715.1 91.8 -60.5| 152.3| 1,086.5| 13.5| 1.7

2For details on government investment, see Table B—20. o
3 Consists of capital transfers and the acquisition and disposal of nonproduced nonfinancial assets.
4Prior to 1982, equals the balance on current account, NIPA (see Table B—24).

Source: Department of Commerce, Bureau of Economic Analysis.
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TABLE B—33.—Median money income (in 2005 dollars) and poverty status of families and persons,
by race, selected years, 1993-2005

Families! Persons Median money income (in 2005 dollars)
below of persons 15 years old and over with
Below poverty level poverty level income 2
Median Fommal al Fomal
money emale ales emales
Year Nge": income Total householder | .-
(mil- 2885 Num- Num- ber | Per- Year- Year-
lions) dol- ber | Per- ber Per- l(_mil—) cent All ¢ rlnlutnd All ‘ rﬁutnd
2 o i ions persons | full-time | persons | full-time
Jars) I(|g]n”s) cent |(|g]n”s) cent workers workers
ALL RACES
68.5 | $49,169 84 123 44 35.6 | 39.3| 151 | $28073 | $41,344 | $14,695 | $29,892
69.3 | 50,530 81| 116 42 346 381 145| 28300 | 41,188 | 14939 | 30,313
69.6 | 51,659 751 10.8 41 324 | 364 138| 28700 | 40,958 | 15430 | 30,245
702 | 52,400 7.7 11.0 42 326 365| 13.7| 29,525 | 41546| 15875 | 30,889
70.9 | 54,056 731 103 4.0 316 356 133| 30579 | 42,752 | 16,620 | 31,570
716 | 55900 72| 10.0 38 299 3451 12.7| 31,686 | 43359 | 17,259 | 32,120
732 | 57,201 68| 93 36 278 | 328 11.9] 31,971 869 | 17,927 | 32,057
738 | 57,508 64| 87 33 254 | 31.6| 11.3| 32,129 | 44,086| 18209 | 33,013
743 | 56,691 68| 92 35 264 | 329 11.7| 32,092 | 44262 | 18322 | 33,547
75.6 6,100 72| 9.6 3.6 265 | 346 121 1,739 | 43972 | 18250 | 33,619
76.2 | 55,905 7.6 | 10.0 39 280 | 359 125| 31,763 | 44,044 | 18316 | 33,591
76.9 | 55,869 781 10.2 4.0 283 37.0| 12.7| 31,537 | 43,060| 18258 | 33,190
774 | 56194 771 99 4.0 287 | 37.0| 126 | 31275 188 | 18576 3,256
57.9 | 52,284 55| 94 24 292 | 262 122 | 29,243 | 42348 | 14988 | 30,571
58.4 | 53,269 53| 91 23 29.0 | 254 | 11.7| 29,536 | 42267 | 15153 | 31,132
58.9 | 54,247 50| 85 22 266 244 112 30,395 | 42632| 15666 | 30,865
58.9 | 55443 51| 8.6 23 273 247 11.2| 30,906 | 43036 | 16,056 | 31413
59.5 | 56,707 50| 84 23 277 2441 11.0| 31,674 | 43807 | 16,728 | 32,105
60.1 | 58,634 48| 80 21 249 | 235 10.5| 33,066 | 44488 | 17483 | 32,657
61.1 | 59,834 44 713 1.9 225 222| 98| 33577 | 45933 | 17983 | 32,799
613 | 60,112 431 11 1.8 212 | 216| 95| 33,777 | 45630 | 18227 | 33,952
61.6 | 59,625 46| 74 1.9 224 27| 99| 33348 | 44983 | 18364 | 34,020
62.3 | 59,306 49| 18 2.0 226 235 102 | 32982 | 44914 | 18278 | 34,086
626 | 59,182 511 81 22 240 | 2431 105| 32613 | 44722 | 18489 | 34,163
63.1 | 58,620 53| 84 23 247 | 253 108 | 32393 | 44021 | 18291 | 33,826
63.4 | 59317 51( 8.0 23 263 | 249 106 | 32179 | 43,696 | 18669 | 34,100
Alone or in
combination
63.0 | 59,106 50 7.9 21 226 2411 103 | 32909 | 44850 | 18242 | 34,073
63.5| 59,008 52| 81 22 242 | 250 10.6 | 32,535 | 44,655| 18456 | 34,150
64.0 | 58477 541 85 23 248 | 26.1| 109 | 32322 | 43907 | 18,260 3,786
64.3 | 59,124 52| 81 24 255 | 256 107 | 32,103 | 43541| 18619 | 34,029
80| 28659 25| 313 1.9 49.9 | 109 33.1| 19430 | 31351 | 12649 | 27,026
81| 32180 22| 213 1.7 462 | 102 | 306 | 19521 | 31,798 | 13738 | 26877
81| 33,035 21| 264 1.7 451 991 293 | 20360 | 31544 | 13943| 26813
85| 32,855 22| 261 1.7 43.7 97| 284 20429 | 33616| 14583 | 27241
84| 34,691 20| 236 1.6 39.8 91| 265| 21948 | 32623 | 15826 | 27,610
85| 35169 20| 234 1.6 40.8 91| 26.1| 23109 | 32858 | 15712| 28542
87| 37,309 191 218 1.5 39.2 84| 236 23945| 35323 | 17309 | 29450
87| 38174 171 193 1.3 343 80| 225 | 24194| 34561 | 18002 | 29,189
88| 37,052 18| 207 14 35.2 81| 227 | 23673 | 35202| 17,95 | 30,103
89| 36,392 19| 215 14 35.8 86| 241 | 23405| 34663| 18160 | 29,988
89| 36473 20| 223 1.5 36.9 88| 244 23332| 35475| 17,596 | 29313
89| 36,323 20| 228 1.5 37.6 90| 247 | 23449 | 32781 | 17,940 | 30,120
9.1 | 35464 20| 221 1.5 36.1 92| 249| 22653 | 34233| 17,631| 30,363
combination
. 9.1| 36511 20| 214 1.5 35.7 89| 239 | 23349 | 34700 | 18,097 | 30,072
9.1| 36,726 20| 221 1.5 36.8 91| 243 | 23278 | 35513 | 17,553 | 29,369
9.1| 36,502 21| 228 1.5 37.6 94| 247 23473 | 32771| 17,927 | 30,169
93| 35594 211 220 15 36.2 95| 247 | 22609 | 34144 | 17595| 30,366

1The term “family” refers to a group of two or more persons related by birth, marriage, or adoption and residing together. Every family

must include a reference person.
2Current dollar median money income adjusted by CPI-U-RS.

3Reflects implementation of Census 2000-based population controls comparable with succeeding years.
4Reflects household sample expansion.
5Data are for white alone; for white alone or in combination; for black alone; and, for black alone or in combination. (Black is also Black or
African American.) Beginning with data for 2002 the Current Population Survey allowed respondents to choose more than one race; for earlier
years respondents could report only one race group.

Note.—Poverty rates (percent of persons below poverty level) for all races for years not shown above are: 1959, 22.4; 1960, 22.2; 1961,
21.9; 1962, 21.0; 1963, 19.5; 1964, 19.0; 1965, 17.3; 1966, 14.7; 1967, 14.2; 1968, 12.8; 1969, 12.1; 1970, 12.6; 1971, 12.5; 1972, 11.9;

1973, 11.1 1974, 11.2; 1975, 12.3; 1976, 11.8; 1977, 11

14.4;'1985, 14.0;'1986, 13.6; 1987, 13.4; 1988, 13.0; 1989, 12.8; 1990, 13.5; 1991, 14.2; and 1992, 1

Poverty thresholds are updated each year to reflect changes in the consumer price index (CPI-U).
Data for 2004 reflect a correction to the sample weights for the 2005 Current Population Survey, Annual Social and Economic Supplement.

For details see “Current Population Survey, Annual Social and Economic Supplements,” Series P-60.

Source: Department of Commerce, Bureau of the Census.
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POPULATION, EMPLOYMENT, WAGES, AND PRODUCTIVITY

TABLE B—34.—Population by age group, 1929—-2006
[Thousands of persons]

Age (years)
July 1 Total
Under 5 5-15 16-19 20-24 25-44 45-64 65 and

121,767 11,734 26,800 9,127 10,694 35,862 21,076 6,474
125,579 105612 26,397 9302 11152 37,319 22,933 7.363
130,880 101418 25179 982 11519 39354 75,823 8764
132,122 10,579 24,811 9,895 11,690 39,868 26,249 9,031
133402 10850 24516 9840 11807 10,383 26,718 9288
134860 11301 24,231 9730 11955 40,361 27,196 9584
136,739 12016 24,093 9607 12,064 41420 27,671 9867
138397 12524 23,949 9561 12062 42,016 281138 101147
139,928 12979 23,907 9361 12036 42521 28,630 101494
141389 13244 20103 9119 12,004 43027 29,064 10828
144126 14406 24,468 097 1181 431657 ,

146,631 14919 25,209 8,952 1179 44,288 29,931 11538
149188 15607 25,852 8788 11700 44916 30,405 11921
152,271 16,410 26,721 8,542 11,680 15672 30,849 12,397
154,878 17333 21,279 8146 11552 16,103 31,362 12803
157,553 17312 28,394 8414 11350 16,495 31,884 13203
160184 175638 30227 8460 11062 16,786 32,394 135617
163,026 18,057 31,480 8637 10832 47,001 32,942 12076
165,931 18566 32,682 8714 10714 47194 33/506 14525
168,903 19,003 33,994 8916 105616 47379 31,057 14938
171,984 19494 35272 9195 105603 47,40 34,591 15388
174,882 19887 36,445 9’513 10756 47337 35,109 15806
177830 20/175 37,368 10215 10969 17192 35,663 16248
180,671 20,341 38,494 10,683 11,134 47,140 36,203 16,675
183691 20522 39,765 11025 11483 47,084 36,7122 17,089
186,538 20,469 11205 11180 11959 47013 37,255 17457
189242 20,342 41626 12,007 12714 46,994 37,782 17778
191889 201165 42297 12736 13269 46,958 38,338 18127
194303 19824 42,938 135516 13746 16,912 38916 18451
196,560 19208 13702 14311 14050 47,001 39,534 18755
198712 18563 44,244 14200 15248 47194 10,193 19071
200,706 17913 14622 14452 15,786 47721 40,346 19365
202,677 17376 44340 14800 16480 48,064 41,437 19680
205,052 17,166 44,816 15,289 17,202 48,473 41,999 20,107
207661 17244 44591 15,688 18159 18,936 12482 20561
209/396 17101 14203 16,039 18153 501482 12/398 21,020
211,909 16851 13/58) 16446 18521 51,749 43235 21525
213.854 16,487 12,989 16769 18975 53,051 1352 22,061
215,973 16121 42508 17017 195527 51302 13301 22,69
213,035 155617 12099 17.194 19986 55,852 13,008 23278
220239 15,564 41298 17276 20,499 57,561 14150 23892
2221585 15735 10428 17288 20,946 59200 14286 20502
225,055 16,063 39,552 17242 21,297 61,379 44390 25,134
227,726 16,451 38,838 17,167 21,590 63,470 44,504 25,707
229/966 16893 38,144 16812 21,869 65,528 44,500 26,221
2321188 17228 37,784 16332 21,902 67,692 44,462 26,787
234307 175547 37,526 15823 21844 69733 44,474 27361
236,348 17695 37,461 15295 21737 71735 44,547 27878
2381466 17882 37,450 15,005 21478 73673 44,602 28416
240,651 17963 37,404 15,024 20,942 75,651 44,660 29,008
242/304 181052 37,333 15215 20,385 77,338 44,854 29626
245,021 18195 37,593 15198 19846 78,595 45471 30,124
247342 18508 37,972 14913 19442 79943 45,382 30/682
250,132 18,856 38,632 14,466 19,323 81,291 46,316 31,247
253493 19,208 39,319 13,992 19414 82/844 46874 31812
256.894 19528 10161 13781 19314 83,201 18/553 32356
2601255 19729 10,904 13,953 19101 83,766 19'399 32,902
263436 19777 41689 12228 18758 84,334 51318 33331
266557 19627 12510 145522 18391 84,933 52:306 33769
269,667 19408 13172 15,057 17965 85527 54/396 31143
212912 19233 43833 15433 17992 85,737 56,283 30402
2761115 19145 11332 15,856 18250 85,663 58,249 30619
279295 19136 147755 16,164 185672 85,408 60,362 31,798
282,403 19,187 45,155 16,215 19,190 85,159 62,419 35,078
285,33 19349 45,186 16259 19876 84,920 64,415 35,330
2881216 19537 45147 16317 20416 84,649 66,561 35580
291,089 19778 45,088 16374 20,851 84,398 68,647 35,952
293/908 20,061 44,955 16531 21,066 84,262 70,700 36,333
296,639 20,304 44,783 16,665 21121 84,132 72,845 36,790

2006 . 299301

zo(l)sRe\éigsg%igtal population data are available as follows: 2000, 282,430; 2001, 285,454; 2002, 288,427; 2003, 291,289; 2004, 294,056; and

Note.—Includes Armed Forces overseas beginning 1940. Includes Alaska and Hawaii beginning 1950.
All estimates are consistent with decennial census enumerations.

Source: Department of Commerce, Bureau of the Census.
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TABLE B-35.—Civilian population and labor force, 1929-2006
[Monthly data seasonally adjusted, except as noted]

Civilian labor force Civil- Cii;/::- Unlem-

Civilian Employment 1an e | POy

noninsti- Not in }glr)ger ploy- ?}ﬁgt

Year or month tutional Un- labor ar- ment/ civils

popula- | Total Agri- Non- | employ- | force ?ici- pop- | “ian

tiont Total cul- agri- ment pation ula- |k

tural | cultural rate? r;ﬁgs erst

Thousands of persons 14 years of age and over Percent
1929 49,180 | 47,630 | 10,450| 37,180 1,550 . 32
1933 51,590 | 38,760 10,090 | 28,670 12,830 . 249
1939 55,230 45750| 9,610| 36,140 9,480 | ..o 17.2
1940 99,840 | 55640 47,520| 9,540| 37,980 8,120 | 44,200 14.6
1941 99,900 | 55910 50,350| 9,100| 41,250 5,560 | 43,990 9.9
1942 98,640 | 56,410 53,750| 9,250 | 44,500 2,660 | 42,230 47
1943 94,640 | 55540 54,470| 9,080| 45390 1,070 39,100 1.9
1944 93,220 | 54,630 53,960| 8,950| 45010 670 38,590 1.2
1945 94,090 | 53,860 52,820| 8580| 44,240 1,040 | 40,230 1.9
1946 103,070 | 57,520 55250| 8320| 46,930 2,270 | 45,550 39
1947 106,018 | 60,168 | 57,812| 8256| 49,557 2,356 | 45,850 39
Thousands of persons 16 years of age and over

1947 101,827 | 59,350 57,038| 7,890| 49,148 2311 424771 583| 56.0 39
1948 103,068 | 60,621 | 58343| 7629| 50,714| 2,276| 42,447 588| 56.6 38
1949 103,994 | 61,286 57,651| 7,658| 49,993 3,637 42,708 58.9| 554 59
1950 104,995 | 62,208 58918| 7,160| 51,758 3,288 | 42,787 | 59.2| 56.1 53
1951 104,621 | 62,017 59,961| 6,726| 53,235 2,055 | 42,604 | 59.2| 57.3 33
1952 105,231 | 62,138 60,250| 6,500 | 53,749 1,883 43,093 59.0| 57.3 3.0
19535 107,056 | 63,015| 61,179| 6,260 | 54,919 1,834 | 44,041 589| 57.1 29
1954 108,321 | 63,643 60,109| 6,205 53,904| 3,532| 44678| 588| 555 55
1955 109,683 | 65023 | 62,170| 6,450 | 55,722 2,852 | 44660| 59.3| 56.7 44
1956 110,954 | 66,552 63,799| 6,283 | 57,514 2,750| 44,402 || 60.0| 57.5 11
1957 112,265| 66,929| 64,071| 5947| 58123 2,859 | 45336 59.6| 57.1 43
1958 113,727 | 67,639 63,036| 5586| 57,450| 4,602| 46,088| 59.5| 554 6.8
1959 115329 | 68,369 64,630| 5565| 59,065 3,740 | 46,960 59.3| 56.0 5.5
19605 117,245| 69,628 | 65778| 5458| 60,318 3,852 | 47,617| 594 56.1 5.5
1961 118,771 | 70459| 65746| 5200 60,546 4,714| 48312| 59.3| 554 6.7
19625 120,153 | 70,614 | 66,702| 4944\ 61,759 3911 49,539 58.8| 555 5.5
1963 122,416 | 71,833 67,762| 4687| 63,076 4,070| 50,583 | 58.7| 554 5.7
1964 124,485| 73,091 69,305| 4523| 64,782 3,786 | 51,394 58.7| 557 5.2
1965 126,513 | 74455 71,088| 4361| 66,726 3,366 | 52,058 58.9| 56.2 45
1966 128,058 | 75770 72,895| 3979| 68915 2,875| 52,288 59.2| 56.9 3.8
1967 129,874 | 77,347\ 74,372| 3,844\ 70,527 2975 52,527 | 59.6| 57.3 3.8
1968 132,028 | 78,737 75920| 3,817| 72,103 2,817 53,291 || 59.6| 57.5 3.6
1969 134,335| 80,734 77,902| 3,606| 74,296 2,832 | 53,602| 60.1| 58.0 35
1970 137,085| 82,771| 78,678 | 3463| 75215| 4,093| 54,315| 604| 574 49
1971 140,216 | 84,382 | 79,367 | 3,394| 75972 5016 55834| 60.2| 56.6 59
19725 144,126 | 87,034| 82,153 | 3484\ 78,669 4,882| 57,091 604| 57.0 5.6
19735 147,096 | 89,429| 85064| 3470| 81,594| 4,365| 57,667| 60.8| 57.8 49
1974 150,120 | 91,949| 86,794| 3,515| 83,279 5156 | 58,171| 61.3| 57.8 5.6
1975 153,153 | 93,775| 85846| 3,408| 82,438 7929 59,377 61.2| 56.1 85
1976 156,150 | 96,158 | 88,752| 3331| 85421 7,406 | 59,9911 61.6| 56.8 1.7
1977 159,033 | 99,009 92,017| 3,283| 88,734 6,991| 60,025/ 623| 57.9 7.1
19785 161,910 102,251 | 96,048 | 3,387| 92,661 6,202 | 59,659 63.2| 59.3 6.1
1979 164,863 | 104,962 | 98,824| 3347| 95477 6,137 | 59,900 | 63.7| 59.9 5.8
1980 167,745 | 106,940 | 99,303 | 3364 | 95938 7,637 60,806| 63.8| 59.2 71
1981 170,130 | 108,670 | 100,397 | 3,368 | 97,030 8273 | 61,4601 63.9| 59.0 16
1982 172,271 | 110,204 99,526 | 3,401 | 96,125| 10,678| 62,067| 64.0| 57.8 9.7
1983 174,215 | 111,550 100,834 | 3,383 | 97,450| 10,717| 62,665| 64.0| 57.9 9.6
1984 176,383 | 113,544 105,005| 3,321 | 101,685 8539 62,839| 644 59.5 15
1985 178,206 | 115461 | 107,150| 3,179| 103,971 8312 | 62,7441 64.8| 60.1 12
19865 180,587 | 117,834] 109,597 | 3,163 | 106,434 | 8,237| 62,752|| 653| 60.7 7.0
1987 182,753 | 119,865| 112,440| 3,208 | 109,232 7,425 62,888| 656/ 61.5 6.2
1988 184,613 | 121,669| 114,968 | 3,169 | 111,800 6,701 | 62,9441 659 62.3 55
1989 186,393 | 123,869 | 117,342 | 3,199 | 114,142 6,528 | 62,523 | 66.5| 63.0 53
19905 189,164 | 125,840 118,793 | 3,223 | 115,570 7,047 63,3241 66.5| 62.8 5.6
1991 190,925 | 126,346 | 117,718| 3,269 | 114,449 8628 | 64,578 66.2| 61.7 6.8
1992 192,805 | 128,105| 118,492 | 3,247 | 115,245 9,613 | 64,700| 664 61.5 15
1993 194,838 | 129,200| 120,259 | 3,115 117,144|  8940| 65638 | 66.3| 61.7 6.9
19945 196,814 | 131,056 | 123,060 | 3,409 | 119,651 7,996 | 65758| 66.6| 62.5 6.1
1995 198,584 | 132,304 | 124,900 | 3,440 | 121,460 7,404 | 66,280 | 66.6| 62.9 56
1996 200,591 | 133,943 | 126,708 | 3,443 | 123264 | 7,236| 66,647 | 66.8| 63.2 54
19975 203,133 | 136,297 | 129,558 | 3,399 | 126,159 6,739| 66,837 67.1| 63.8 49
19985 205,220 | 137,673 | 131,463 | 3,378| 128,085 6,210 | 67,547 | 67.1| 64.1 45
19995 207,753 | 139,368 | 133,488 | 3,281 | 130,207 5880 68,385| 67.1| 643 42

INot seasonally adjusted.

2(Givilian labor force as percent of civilian noninstitutional population.
3 Civilian employment as percent of civilian noninstitutional population.
4Unemployed as percent of civilian labor force.

See next page for continuation of table.
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TABLE B—35.—Civilian population and labor force, 1929—-2006—Continued
[Monthly data seasonally adjusted, except as noted]

Civilian labor force civil- | CVi | nem-

Civilian Employment |;%2r eI?T? ﬁlg‘é;

noninsti- Not in force ploy- rate

Year or month tutional . Un- labor ar- | ment/ | o

popula- Total Agri- Non- | employ- | force ?ici- pop- ian

tion! Total cul- agri- ment pation ula- work-

tural | cultural rate? rglt?g3 erst

Thousands of persons 16 years of age and over Percent

2000% 6 212,577 142,583 | 136,891 | 2,464 | 134,427 5692| 69,9941 67.1| 64.4 4.0
2001 215,092 | 143,734 | 136,933 | 2,299 | 134,635 6,801 | 71,359 | 66.8| 63.7 47
2002 217,570 | 144,863 | 136,485 | 2311| 134,174\ 8378| 72,707 | 66.6| 62.7 58
20035 221,168 | 146,510 | 137,736 | 2,275| 135,461 8774 74,658| 66.2| 62.3 6.0
20045 223,357 | 147,401 | 139,252 | 2,232 | 137,020 8,149 75956 | 66.0| 62.3 55
20055 226,082 | 149,320 | 141,730 2,197 | 139,532 7,591 76,762 | 66.0| 62.7 5.1
2006° 228,815| 151,428 | 144,427 | 2,206 | 142,221 7,001 77,387 | 66.2| 63.1 46
2003:Jan> 219,897 | 145944 | 137,421 | 2,342 135,032 8523 | 73,954 | 66.4| 62.5 5.8
Febs 220,114 146,092 | 137,470 | 2,239 135,298 8622 | 74,023 | 664 62.5 59
Mar 220,317 | 146,015 | 137,439 | 2,268 | 135,220 8576 | 74,302|| 66.3| 62.4 59
Apr 220,540 | 146,461 | 137,628 | 2,152 | 135548 | 8,833| 74,079 66.4| 624 6.0
May 220,768 | 146,486 | 137,538 | 2,182| 135,359 8948 | 74,283 | 66.4| 62.3 6.1
June 221,014 | 147,036 | 137,782 | 2,181 | 135,416 9,254 | 73,978 66.5| 62.3 6.3
July 221,252 | 146,501 | 137,483 | 2,184 135254 | 9,018| 74,752 66.2| 62.1 6.2
Aug 221,507 | 146,436 | 137,542 | 2,298 135,210 8,894 75071 66.1| 62.1 6.1
Sept 221,779 | 146,519 | 137,591 | 2,344 135,363 8928 | 75259 66.1| 62.0 6.1
Oct 222,039 | 146,715 | 137,985 | 2,476 135,575 8,731 753241 66.1| 62.1 6.0
Nov 222,279 | 147,043 | 138453 | 2,376 136,032 8590 75236 66.2| 62.3 58
Dec 222,509 | 146,763 | 138,425 | 2,252 | 136,153 8,338 | 75746| 66.0| 62.2 5.7
2004:Jans 222,161 | 146,837 | 138471 | 2,208| 136,207 8367 | 75324 66.1| 62.3 5.7
Feb 222,357 | 146,679 | 138,507 | 2,223 | 136,319 8,171 | 75678 66.0| 62.3 5.6
Mar 222,550 | 146,888 | 138,436 | 2,192| 136,283 8,452 | 75,662 | 66.0| 62.2 5.8
Apr 222,757 | 146,821 | 138,667 | 2,242 | 136,449 8,155| 75935| 659 62.3 5.6
May 222,967 | 147,031 | 138,835| 2,297 | 136,532 8,197 | 75936 659 62.3 5.6
June 223,196 | 147,421 139,162 | 2,227 | 136,755 8,259 | 75775| 66.1| 62.3 5.6
July 223,422 | 147,747 | 139,584 | 2,208 | 137,386 8,163 | 75675| 66.1| 62.5 55
Aug 223,677 | 147,562 | 139,569 | 2312 137,254\ 7,993| 76,115| 66.0| 62.4 54
Sept 223,941 | 147,445 139,491 | 2,239 | 137,373 7953 | 76,496| 658 62.3 54
Oct 224,192 | 147,802 | 139,750 2,207 | 137,618 8,052 | 76,390 | 659 62.3 54
Nov 224,422 | 148,222 | 140,272 | 2,212 | 138,017 7,950 76,200|| 66.0| 62.5 54
Dec 224,640 | 148,151 | 140,154 | 2,196 | 137,942 7997 76,489| 66.0| 624 5.4
2005:Jan> 224,837 | 147,992 | 140,236 | 2,134 | 138,084 | 7,756| 76,845| 65.8| 62.4 5.2
Feb 225,041 | 148,286 | 140,320 2,155| 138,158 7,966 | 76,7541 65.9| 62.4 5.4
Mar 225,236 | 148,281 | 140,599 | 2,205| 138,403 7,683 | 76,955| 65.8| 62.4 5.2
Apr 225441 | 148,887 | 141,229 | 2,240 138,979 7,657 76,554 | 66.0| 62.6 5.1
May 225,670 | 149,225 | 141,569 | 2,219 139,329 7,656 | 76,445| 66.1| 62.7 5.1
June 225911 149,211 | 141,704 | 2,288 139,260 7,507 | 76,700 || 66.0| 62.7 5.0
July 226,153 | 149,548 | 142,084 | 2,284 | 139,841 7,464 76,605| 66.1| 62.8 5.0
Aug 226,421| 149,782 | 142,423 | 2,153 | 140,322 7,360 | 76,639| 66.2| 62.9 49
Sept 226,693 | 150,056 | 142,449 | 2,163 | 140,395 7,606 | 76,637| 66.2| 62.8 5.1
Oct 226,959 | 150,022 | 142,586 | 2,174 | 140,488 7436 76,937| 66.1| 62.8 5.0
Nov 227,204 | 150,145 | 142,597 | 2,183 | 140,391 7,548 | 77,058 | 66.1| 62.8 5.0
Dec 227,425 150,113 | 142,782 2,135| 140,634 7,331| 77,312 66.0| 628 49
2006:Jan> 227,553 | 150,122 | 143,099 | 2,199| 140,881 7,023| 77431| 66.0| 62.9 47
Feb 227,763 | 150,477 | 143,319 2,224 | 141,054\ 7,158| 77,287 66.1| 629 18
Mar 227,975| 150,689 | 143,680 | 2,197 | 141,466 7,009| 77,285| 66.1| 63.0 47
Apr 228,199 | 150,862 | 143,763 | 2,232 | 141,468| 7,098| 77,338 66.1| 63.0 47
May 228,428 | 151,051 | 144,045| 2,190| 141,810 7,006 | 77,378 66.1| 63.1 46
June 228,671 | 151,370 | 144,386 | 2,238 | 142,051 6,984 | 77,301 | 66.2| 63.1 46
July 228,912 | 151,558 | 144330 | 2,246 | 142,166 7,228| 77,3541 66.2| 63.1 48
Aug 229,167 | 151,734 | 144618 | 2,193 | 142,509 7,116 | 77,4331 66.2| 63.1 47
Sept 229,420 151,818 | 144906 | 2,150 | 142,836 6912 | 77,602| 66.2| 63.2 46
Oct 229,675| 152,052 | 145337 | 2,150 | 143,260 6,715| 77,623 | 66.2| 63.3 44
Nov 229,905 | 152,449 | 145623 | 2,173 | 143423 6,826 | 77,456| 66.3| 63.3 45
Dec 230,108 | 152,775 | 145926 | 2,291 | 143,646 6,849 | 77,333| 66.4| 634 45

5Not strictly comparable with earlier data due to population adjustments or other changes. See Employment and Earnings for details on
breaks in series.

6Beginning in 2000, data for agricultural employment are for agricultural and related industries; data for this series and for non-
agricultural employment are not strictly comparable with data for earlier years. Because of independent seasonal adjustment for these two
series, monthly data will not add to total civilian employment.

Note.—Labor force data in Tables B-35 through B-44 are based on household interviews and relate to the calendar week including the
12th of the month. For definitions of terms, area samples used, historical comparability of the data, comparability with other series, etc., see
Employment and Earnings.

Source: Department of Labor, Bureau of Labor Statistics.
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TABLE B-36.—Civilian employment and unemployment by sex and age, 1959-2006
[Thousands of persons 16 years of age and over; monthly data seasonally adjusted]

Civilian employment Unemployment
Males Females Males Females
Year or month
20 20 20
Total Total
16-19 | years 16-19 | years 16-19 | years 16-19
Total | vears | “and | Tl | years | “and Total | vears | “and | Tt | years
over over over

64,630| 43,466 2,198 41,267| 21,164| 1640| 19,524 3,740 2,420| 398| 2,022| 1,320| 256

99,303| 57,186 4,085 53,101| 42,117\ 3,625 38,492 7,637\ 4,267| 913| 3,353| 3,370| 755
100,397| 57,397\ 3,815 53,582| 43,000| 3,411| 39,590 8273| 4,577| 962| 3,615 3,696] 800
99,626| 56,2711 3,379| 52,891| 43,256| 3,170/ 40,086| 10,678 6,179 1,090 5089| 4,499 886
100,834 56,787\ 3,300| 53,487| 44,047\ 3,043| 41,004\ 10,717| 6,260 1,003| 5257 4,457 825
105,005| 59,091| 3,322| 55769| 45915 3,122| 42,793| 8539| 4,744 812| 3932| 3,794| 687
107,150| 59,891\ 3,328| 56,562| 47,259 3,105| 44,154\ 8312| 4521 806| 3,715 3,791| 661
109,597 60,892\ 3,323| 57,569| 48,706 3,149| 45556\ 8237| 4,530| 779| 3,751| 3,707| 675
112,440| 62,107\ 3,381| 58,726| 50,334| 3,260\ 47,074\ 7425 4101 732| 3,369| 3,324| 616
114,968 63,273| 3,492| 59,781| 51,696| 3,313| 48383 6,701 3,655| 667| 2,987 3,046] 558
117,342 64,315/ 3477| 60,837| 53,027| 3,282| 49,745 6,528| 3,525| 658| 2,867| 3,003] 536

118,793 65,104| 3427| 61,678 53,689| 3,154| 50,5635/ 7,047| 3906/ 667 3,239| 3,140| 544
117,718 64,223 3,044| 61,178 53,496| 2,862| 50,634\ 8,628| 4946/ 751| 4195 3,683 608
118,492| 64,440\ 2944| 61496 54,052\ 2,724| 51328| 9,613| 5523| 806| 4,717 4,090 621
120,259 65,349| 2,994| 62,355 54,910\ 2,811| 52,099 8940| 5055/ 768| 4,287 3,885 597
123,060| 66,450 3,156| 63,294 56,610\ 3,005| 53,606\ 7,996| 4367 740| 3,627 3,629 580
124,900\ 67,377\ 3,292| 64,085 57,523| 3,127| 54,396 7,404| 3983 744| 3239| 3421| 602
126,708| 68,207 3310| 64,897 58,501| 3,190| 55311| 7,236| 3,880| 733| 3,146/ 3,356 573
129,558| 69,685 3,401| 66,284 59,873| 3,260| 56,613 6,739| 3,577| 694| 2.882| 3,162| 577
131,463| 70,693 3,558| 67,135 60,771| 3,493| 57,278| 6,210 3,266| 686| 2,580 2,944 519
133,488 71,446 3,685 67,761 62,042| 3,487| 58,555\ 5,880| 3,066| 633| 2,433 2814 529

136,891| 73,305| 3,671| 69,634/ 63,586 3,519/ 60,067| 5,692 2,975| 599 2,376 2,717| 483
136,933| 73,196| 3,420\ 69,776/ 63,737 3,320| 60,417| 6,801 3,690| 650| 3,040| 3,111| 512
136,485 72,903| 3,169| 69,734| 63,582| 3,162| 60,420/ 8,378 4,597| 700| 3,896 3,781| 553
137,736 73,332| 2,917| 70,415 64,404 3,002 61402| 8774\ 4906| 697 4,209/ 3,868) 554
139,252| 74,524| 2,952\ 71,572\ 64,728\ 2,955| 61,773| 8,149 4,456 664 3,791| 3,694 543
141,730| 75,973| 2,923| 73,050/ 65,757| 3,005| 62,702 7,591 4,059 667| 3,392| 3531| 519
144,427\ 77,502| 3,071| 74,431| 66,925\ 3,091| 63,834 7,001 3,753 622 3,131 3247| 496

140,236| 74,953 2901| 72,052| 65282 3,017| 62,265 7,756| 4,222| 653| 3,569| 3,535 495
140,320\ 75,087\ 2,834| 72,253| 65233 2,979| 62,254| 7,966| 4375 722| 3,653| 3,591 513
140,599 75361 2906| 72,455 65237 3,042| 62,195/ 7,683| 4,198 724| 3474| 3,485 482
141,229 75,747\ 2916| 72,832| 65482| 2,997| 62,485 7,657| 4,086 742| 3344| 3572| 542
141,569 75986| 2,881| 73,105 65583 3,039| 62,544\ 7,656| 4,028 713| 3314| 3,629 577
141,704 76,095 2,902| 73,192 65609 3,087| 62,522 7,507| 3,972 664| 3,308 3,535 495

142,084| 76,295/ 2914| 73,381| 65789 3,100| 62,689| 7464 3924 651| 3273| 3,540| 491
142,423 76,450 2,930| 73,521| 65972| 3,130| 62,842 7,360| 3,950/ 640| 3310 3,410/ 535
142,449| 76,250 2,940| 73,309| 66,200| 3,115| 63,084\ 7,606 4079 605 3,474 3,527| 508
142,586| 76,397\ 2,894| 73,502| 66,189| 3,076/ 63,113 7,436| 3,888 587| 3,301| 3,548 553
142,597| 76,432\ 2,984| 73,447| 66,166| 3,030| 63,135/ 7,548| 3996/ 709| 3,287| 3,552| 535
142,782 76,564| 3,061| 73,503| 66,218 3,020| 63,198 7,331| 3,882| 586| 3,296 3,449| 506

2006: Jan .......... | 143,099| 76,864| 3,027| 73,837| 66,235 3,063| 63,172 7,023 3,675 585/ 3,090| 3,348 504

Fi .| 143319| 76,922 3,042\ 73,880| 66,397 3,111| 63,286 7,158 3,860| 625 3,235 3,297| 486
143,680 77,259| 3,079| 74,180| 66,421| 3,072| 63,349 7,009| 3,752 622 3,130| 3,257| 517
143,763| 77,234) 3,071| 74,163| 66,530 3,098| 63,432| 7,098 3,825 598| 3,228/ 3,273| 455
144,045| 77,315| 3,107| 74,208| 66,730 3,109| 63,622| 7,006\ 3,856| 607| 3,249/ 3,150| 415
144,386| 77,361 3,128| 74,233| 67,026 3,125 63,901 6,984 3,734| 647 3,087| 3,250| 507

144,330| 77,176 3,071| 74,105 67,154| 3,126| 64,029 7,228| 3,869 635 3,234| 3,359 516
144,618 77,482\ 3,062| 74,421| 67,136| 3,017| 64,118 7,116| 3,827| 632| 3,195 3,289 551
144,906| 77,920/ 3,051| 74,868| 66,986| 3,008| 63,978 6,912| 3,612| 658| 2,954 3,300| 524
145,337\ 77,985/ 3,061| 74,924| 67,352| 3,099| 64,252 6,715 3,626| 614| 3,012 3,089 490
.| 145,623| 78,148| 3,060/ 75,088| 67,475 ~3,142| 64,333| 6,826/ 3,650| 614 3,036/ 3,176/ 485
Dec ... 145,926 78311 3,077| 75235 67,615| 3,124| 64,491 6,849| 3,718 619| 3,100 3,130| 490

Note.—See footnote 5 and Note, Table B-35.
Source: Department of Labor, Bureau of Labor Statistics.
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TABLE B—37.—Civilian employment by demographic characteristic, 1959-2006
[Thousands of persons 16 years of age and over; monthly data seasonally adjusted]

White ! Black and other! Black or African American!

Year or cilan Fo. || Both fe. | Both Fo. || Both

workers | Total | Males males || SEXes Total | Males males || SExes Total |Males males || Sexes

16-1 16-19 16-19

1959 s 64,630] 58,006 39,494| 18,512|| 3,475| 6,623| 3,971| 2,652 152 SOOI IRRPOONY INUPPPPOORY | BN

Dec ...

99,303
100,397

99,526
100,834
105,005
107,150
109,597
112,440
114,968
117,342

118,793
117,718
118,492
120,259
123,060
124,900
126,708
129,558
131,463
133,488

136,891
136,933
136,485
137,736
139,252
141,730
144,427

140,236
140,320
140,599
141,229
141,569
141,704

142,084
142,423
142,449
142,586
142,597
142,782

143,099
143,319
143,680
143,763
144,045
144,386

144,330
144,618
144,906
145,337
145,623
145,926

87,715
88,709
87,903

88,893 50,621

92,120
93,736
95,660

97,789
99,812
101,584

102,261
101,182
101,669
103,045
105,190
106,490
107,808
109,856
110,931
112,235

114,424
114,430
114,013
114,235
115,239
116,949
118,833

116,046
116,119
116,209
116,629
116,878
116,775

117,174
117,477
117,314
117,367
117,588
117,710

118,075
117,961
118,228
118,397
118,482
118,760

118,885
119,023
119,164
119,511
119,636
119,813

51,127| 36,587
51,315 37,394
50,287/ 37,615

272

56,703 45,558
55,797/ 45,385
55,959/ 45,710
56,656/ 46,390
57,452\ 47,738
58,146/ 48,344
58,888/ 48,920
59,998/ 49,859
60,604/ 50,327
61,139 51,096

62,289| 52,136

11,588
11,688
%1,624

14,652
15,156
15,757

16,533
16,536
16,823
17,214
17,870
18,409
18,900
19,701
20,532
21,253

1Beginning in 2003, persons who selected this race group only. Prior to 2003, persons who selected more than one race were included in
the group they identified as the main race. Data for black or African American were for black prior to 2003. Data discontinued for black and
other series. See Employment and Earnings, for details.
Note.—Beginning with data for 2000, since data for all race groups are not shown here, detail will not sum to total.
See footnote 5 and Note, Table B-35.

Source: Department of Labor, Bureau of Labor Statistics.
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TABLE B—38.—Unemployment by demographic characteristic, 1959—-2006

[Thousands of persons 16 years of age and over; monthly data seasonally adjusted]

Al White ! Black and other! Black or African American!
Year or v
civilian Both
month workers Males mF:lés Total | Males mF:l;s Total | Males mFaelés soees

3,740 1,903 | 1,043
3,852 1,988 | 1,077
4714 2,398 | 1345
3911 1915 | 1,137
4,070 1,976 | 1,232
3,786 1,779 | 1,220
3,366 1,556 | 1,135
2,875 1,241 | 1,014
2,975 1,208 | 1,130
2,817 1,142 | 1,084
2,832 1,137 | 1,123
4,093 1,857 | 1,482
5,016 2,309 | 1,777
4,882 2,173 | 1,733
4,365 1,836 | 1,606
5,156 2,169 | 1,927
7,929 3627 | 2,794
7,406 3,258 | 2,656
6,991 2,883 | 2,558
6,202 24111 2287
6,137 2,405 | 2,260
7,637 3,345 | 2,540
8,273 3,580 | 2,762
10,678 4846 | 3,395
10,717 4859 | 3,270
8,539 3,600 | 2,772
8,312 3426 | 2,765
,237 433 ,708
7,425 3,132 | 2,369
6,701 2,766 | 2,177
,528 2,636 | 2,135
7,047 2935 | 2251
8,628 3,859 | 2,701
9,613 4209 | 2,959
8,940 3,828 | 2827
7,996 3275 | 2617
7,404 2,999 | 2,460
7,236 2,896 | 2,404
6,739 2,641 1 2195
6,210 2,431 1 2,053
5,880 2,274 1 1,999
5,692 2,177 | 1,944
6,801 2,754 | 2215
8,378 3459 | 2,678
8,774 3643 | 2,668
8,149 3,282 | 2,565
7,591 29311 2419
7,001 2,730 | 2,271
7,156 3,043 | 2,380
,966 3,120 | 2,454
7,683 3,054 | 2,320
7,657 2,925 | 2,469
7,656 2901 | 2477
7,507 2,804 | 2418
7,464 2,829 | 2398
7,360 2,845 | 2332
7,606 3,028 | 2432
7,436 2,899 | 2,555
7,548 2,830 | 2,400
7,331 2,821 2399
7,023 2,759 | 2313
7,158 2,777 | 2,298
7,009 2,682 | 2221
7,098 2,780 | 2,258
7,006 2,802 | 2,224
6,984 2,739 | 2,282
7,228 2,763 | 2,336
7,116 2,820 | 2,307
6,912 589 | 2,309
6,715 2,619 | 2234
6,826 2,654 | 2,246
,849 2,787 | 2,183

1See footnote 1 and Note, Table B-37.

Note.—See footnote 5 and Note, Table B-35.
Source: Department of Labor, Bureau of Labor Statistics.
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TABLE B—39.—Civilian labor force participation vate and employment/population ratio, 1959-2006
[Percent;! monthly data seasonally adjusted]

Labor force participation rate Employment/population ratio
All Black Al Black
Year or civil- fo || BV Black | or || civil fo || 2N Black | or
ian | Males | -toc |l {6_19 || White? | and | African || ian | Males | -ioc |l {¢"7qg || White? | and | African
work- ears other? | Ameri- || work- ears other? | Ameri-
ers Y can2 || ers y can?

I Civilian labor force or civilian employment as percent of civilian noninstitutional population in group specified.
2See footnote 1, Table B-37.

Note.—Data relate to persons 16 years of age and over.
See footnote 5 and Note, Table B-35.

Source: Department of Labor, Bureau of Labor Statistics.
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TABLE B—40.—Civilian labor force participation rate by demographic characteristic, 1965—2006
[Percent;! monthly data seasonally adjusted]

White 2 Black and other or black or African American?2
lel_ Males Females Males Females
ot ian 20 20 20
mont|
work- | Total Total
16-19 | years 16-19 | years 16-19 | years 16-19 | years
ers Total years and Total years and Total years and Total years and
over over over over

Black and other

60.4 | 60.4 | 79.6 60.1 | 82.0| 432 48.1| 427 | 59.9 | 736 463 | 785 | 487 32.2
60.8 | 60.8 | 79.4 62.0 | 816| 441 50.1| 435| 60.2| 734 457 | 784 | 493 34.2
613 | 614 | 794 629 | 814 | 452 51.7 | 444 59.8| 729 46.7 | 776 | 49.0 334
612 | 615| 787 619 | 80.7 | 459 515 | 453 | 58.8| 709 426| 76.0| 488 34.2
616| 61.8| 784 623 | 80.3 | 46.9 52.8 | 46.2| 59.0| 70.0 4131 754 | 498 32.9
623 | 62.5| 785 64.0 | 80.2| 48.0 545 | 473 | 59.8| 70.6 432 756 508 32.9
632 | 633 | 786 65.0 | 80.1| 494 56.7 | 487 | 615]| 715 4491 762 | 53.1 37.3
63.7 | 639 | 786 648 | 80.1| 505 574 | 498 | 614 713 436| 763 | 53.1 36.8
638 | 64.1| 782 637 | 798| 512 56.2 | 50.6| 61.0| 703 4321 751 53.1 349
639 | 643 | 779 6241 79.5| 519 554 | 515 60.8| 70.0 416| 745 535 34.0
640 | 643 | 774 60.0| 79.2| 524 55.0 | 522 | 61.0| 70.1 398 | 747 537 335
640 | 643 | 77.1 594 | 789 | 527 5451 525| 61.5| 706 399 752| 542 33.0
644 | 646 | 77.1 59.0| 787 533 554 | 531 622 | 708 4171 748 552 35.0
648 | 65.0| 77.0 59.7 | 785 | 541 55.2 | 540 | 629 | 708 446 | 744 56.5 37.9
653 | 65.5| 76.9 593 | 785 55.0 563 | 549 | 633 | 712 4371 748 56.9 39.1
656 | 65.8| 768 59.0 | 784 557 56.5 | 55.6| 63.8| 71.1 436| 747 58.0 39.6
659 | 66.2| 76.9 60.0| 783 | 564 57.2/| 563 | 63.8| 71.0 4381 746 58.0 37.9
66.5| 66.7 | 77.1 61.0| 785 57.2 57.1| 57.2| 642 710 446 | 744 587 404 | 60.6
66.5 | 669 | 77.1 59.6 | 78.5| 57.4 553 | 57.6| 64.0| 71.0 40.7/| 75.0 | 583 36.8 | 60.6
66.2 | 66.6 | 76.5 57.3 | 78.0 | 57.4 541 | 57.6| 633 | 704 373 | 746 575 335 60.0
66.4 | 66.8 | 76.5 56.9 | 78.0 | 57.7 525 | 581 | 639 70.7 406 | 743 | 585 352| 608
66.3 | 66.8 | 76.2 56.6 | 77.7 | 58.0 535 | 583 | 63.2| 69.6 3951 732 57.9 346 | 60.2

Dec ... | 664 | 66.7| 745 47.0| 76.7| 59.2 46.7 | 60.1| 643 | 67.0 30.0

666 671 | 759| 577| 77.3| 589 | 55.1| 59.2| 634 | 691 | 408| 725| 587 | 36.3| 609

ICivilian labor force as percent of civilian noninstitutional population in group specified.
2See footnote 1, Table B-37.

Note.—Data relate to persons 16 years of age and over.

See footnote 5 and Note, Table B-35.

Source: Department of Labor, Bureau of Labor Statistics.
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TABLE B—41.—Civilian employment/population ratio by demographic characteristic, 1965-2006
[Percent;! monthly data seasonally adjusted]

White 2 Black and other or black or African American?2

lel_ Males Females Males Females
Year or month ian

20 20 20 20

work- | Total Total
16-19 | years 16-19 | years 16-19 | years 16-19 | years

ers Total | vears | “and | T | years | “and Total | vears | “and | 1°%! | years | and

over over over over

Black and other

L Civilian employment as percent of civilian noninstitutional population in group specified.
2See footnote I, Table B-37.

Note.—Data relate to persons 16 years of age and over.
See footnote 5 and Note, Table B-35.

Source: Department of Labor, Bureau of Labor Statistics.
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[Percent;! monthly data seasonally adjusted, except as noted by NSA]

TABLE B—42.—Civilian unemployment rate, 19592006
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3Persons whose ethnicity is identified as Hispanic or Latino may be of any race.

Note.—Data relate to persons 16 years of age and over.

1Unemployed as percent of civilian labor force in group specified.
See footnote 5 and Note, Table B-35.

2See footnote 1, Table B-37.
Source: Department of Labor, Bureau of Labor Statistics.

NSA indicates data are not seasonally adjusted.




Civilian unemployment rate by demographic characteristic, 1965-2006

TABLE B—43.

[Percent; ! monthly data seasonally adjusted]

Black and other or black or African American 2
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Males
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Total

Total

Al
civil-
ian
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ers

Year or month

TUnemployed as percent of civilian labor force in group specified.

2See footnote 1, Table B-37.

Note.—Data relate to persons 16 years of age and over.

See footnote 5 and Note, Table B-35.

, Bureau of Labor Statistics.

Source: Department of Labor
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TABLE B—44.—Unemployment by duration and reason, 1959-2006
[Thousands of persons, except as noted; monthly data seasonally adjusted!]

Duration of unemployment Reason for unemployment
Unem- Average ! Job losers3
Less 27 Median
Yearormonth | PIoy. | than | 5-14 | 15-26 | weeks || (€A | “dura- 9D | Reen- | New
5 weeks | weeks | and tion tion Total On Other | ers | trants | 4one
weeks 0ver || (weeks) (weeks) layoff
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6,849 | 2,707 | 2,037 991 | 1,090 159 3,236 958

1Because of independent seasonal adjustment of the various series, detail will not add to totals.
2Data for 1967 by reason for unemployment are not equal to total unemployment.

3Beginning January 1994, job losers and persons who completed temporary jobs.

Note.—Data relate to persons 16 years of age and over.

See footnote 5 and Note, Table B-35.

Source: Department of Labor, Bureau of Labor Statistics.
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TABLE B—45.—Unemployment insurance programs, selected data, 1978-2006

All programs State programs
Insured Benefits paid
Insurled bTOt?‘lt | ’ trl Y-
unemploy- enefits nsuret ment as

Year or month gg}vel[]ed ment paid unem- | Initial | Exhaus- | percent Total | Average
mgnd (weekly (millions ploy- claims tions5 of (millions weekly

aver- 0 ment3 covered 0 check
age)23 dollars)24 employ- dollars)® | (dollars)®

ment
Thousands Weekly average; thousands

88,804 2,645 9,007 2,359 346 39 33 1,717 83.67
92,062 2,592 9,401 2,434 388 39 29 8,613 89.67
92,659 3,837 16,175 3,350 488 59 3.9 13,761 98.95
93,300 3,410 15,287 3,047 460 57 3.5 13,262 106.70
91,628 4,592 24,491 4,059 583 80 46 20,649 119.34
91,898 3,774 20,968 3,395 438 80 3.9 18,549 123.59
96,474 2,560 13,739 2,475 377 50 2.8 13,237 123.47
99,186 2,699 15,217 2,617 397 49 2.9 14,707 128.11
101,099 2,739 16,563 2,643 378 52 2.8 15,950 135.65
103,936 2,369 14,684 2,300 328 46 2.4 14,211 140.39
107,156 2,135 13,481 2,081 310 38 2.0 13,086 144.74
109,929 2,205 14,569 2,158 330 37 2.1 14,205 151.43
111,500 2,575 18,387 2,522 388 45 2.4 17,932 161.20
109,606 3,406 26,327 3,342 447 67 3.2 25,479 169.56
110,167 3,348 726,035 3,245 408 74 3.1 25,056 173.38
112,146 2,845 722,629 2,751 341 62 2.6 1,661 179.41
115,255 2,746 22,508 2,670 340 57 2.4 21,537 181.91
118,068 2,639 21,991 2,572 357 51 2.3 21,226 187.04
120,567 ,656 22,495 2,595 356 53 2.2 21,820 189.27
121,044 2,370 20,324 2,323 323 48 19 19,735 192.84
124,184 2,260 19,941 2,222 321 44 18 19,431 200.58
127,042 2,223 1,024 2,188 298 a4 17 0,563 212.10
129,877 2,146 20,983 2,110 301 41 1.6 20,507 221.01
129,636 3,012 32,228 2,974 404 54 2.3 31,680 238.07
128,234 3,624 842,980 3,585 407 85 2.8 47,251 256.79
127,796 3,573 842,413 3,531 404 85 2.8 43,159 261.67
129,278 2,999 836,388 2,950 345 68 2.3 35,776 262.50
131,572 2,709 832,073 2,661 328 55 2.0 31,238 266.62
2,521 830,139 2,476 313 ) S 28,740 277.19
3,659 3,378.7 2,132 332 66 221 33034 268.39
3,262 3,085.7 2,685 324 58 2.1 30194 271.74
,958 ,336. ,665 342 57 2.1 ,250. 272.14
2,662 2,614.4 2,615 330 60 2.1 25538 270.13
2,589 2,544.6 2,609 335 59 2.1 24807 268.95
2,411 2,466.4 2,614 325 53 2.1 24049 266.53
2,619 2,400.7 2,597 320 57 2.0 23383 263.30
2,494 2,619.7 2,592 318 54 2.0 2,544.4 262.78
2,228 2,196.1 2,756 387 46 2.2 2,132.8 263.75
2,634 2,383.8 2,771 338 53 2.2 2,317.1 259.01
2,475 2,453.7 2,673 316 49 2.1 2,384.0 261.12
2,605 2,650.4 2,643 311 49 2.1 2,5734 267.48
3,385 3,433.5 2,544 287 59 2.0 | 33457 274.18
3,043 2,916.2 2,494 303 61 19| 28415 277.71
2,653 3,051.9 2,446 309 56 19| 29746 280.61
2,662 2,477.4 2,423 315 58 19| 24086 278.97
2,268 2,486.2 2,408 330 52 19| 24198 277.36
2,171 2,273.8 2,423 308 46 19| 22158 275.16
2,639 2,449.5 2,469 313 54 19| 23882 271.15
267 483, 486 317 47 19| 24158 27121
2,092 2,076.9 2,441 314 44 19| 20184 277.58
2,283 2,3184 2,435 311 47 19| 22510 279.30
2,221 2,330.2 2,467 326 45 19 ,258. 280.76
Decp 2,633 2,605.9 2,470 317 47 19| 25381 283.61

**Monthly data are seasonally adjusted. ) ) )
1 Through 1996 includes persons under the State, UCFE (Federal employee, effective January 1955), RRB (Railroad Retirement Board) pro-
grams, and UCX (unemployment compensation for ex-servicemembers, effective October 1958) programs. Beginning 1997, covered employ-
ment data are State and UCFE programs only. Workers covered by State programs account for about 97 percent of wage and salary earners.
Covered employment data beginning 2001 are based on the North American Industry Classification System (NAICS). Prior data are based
on the Standard Industrial Classification (SIC). ) )
ZIncludes State, UCFE, RR, and UCX. Also includes Federal and State extended benefit programs. Does not include FSB (Federal supple-
mental _benefits), SUA (special unemployment assistance), Federal Supplemental Compensation, Emergency Unemployment Compensation, and
TEUC (Temporary Extended Unemployment Compensation) programs.
3 Covered workers who have completed at least 1 week of unemployment.

#Annual data are net amounts and monthly data are gross amounts.
5|ndividuals receiving final payments in benefit year.

6For total unemployment only. ) ) ) ) o
7Including Emergency Unemployment Compensation, total benefits paid for 1992 and 1993 would be approximately (in millions of dollars):
for 1992, 39,990 and for 1993, 34,876.

8|ncluding Temporary Extended Unemployment Compensation, total benefits paid (not including RRB program) would be approximately (in
millions of dollars): for 2002, 52,709; 2003, 63,097; 2004, 37,932; 2005, 32,051; and 2006, 29,505.

Note.—Insured unemployment and initial claims programs include Puerto Rican sugar cane workers.
Source: Department of Labor, Employment and Training Administration.
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TABLE B—46.—Employees on nonagricultural payrolls, by major industry, 1959-2006
[Thousands of persons; monthly data seasonally adjusted]

Goods-producing industries Service-providing industries
Manufacturing Trade, transpor-
Natural :
Year or month Total re- Con- Non- tatt'i?i?i'egnld
Total sources | struc- Dura- dura- Total u
and tion Total ble ble Retail
mining goods goods Total trade
53,374 | 19,163 789 3,050 | 15325 8,988 6,337 | 34211 | 10,960 5,453
54296 | 19,182 771 2973 | 15438 9,071 6,367 | 35114 | 11,147 5,589
54,105 | 18,647 728 2,908 | 15011 8711 6,300 | 35458 | 11,040 5,560
55,659 | 19,203 709 2997 | 15498 9,099 6,399 | 36455 | 11215 5,672
56,764 | 19,385 694 3,060 | 15631 9,226 6,405 | 37,379 | 11,367 5,781
58,391 | 19,733 697 3,148 | 15888 9,414 6,474 | 38658 | 11,677 5977
60,874 | 20,595 694 3,284 | 16,617 9,973 6,644 | 40,279 | 12,139 6,262
64,020 | 21,740 690 3371 17,680 | 10,803 6,878 | 42,280 | 12,611 6,530
65,931 | 21,3882 679 3305 | 17,897 | 10,952 6,945 | 44,049 | 12,950 6,711
68,023 | 22,292 671 3410 | 18211 | 11,137 7,074 1 45731 | 13,334 6,977
70,512 | 22,893 683 3,637 | 18573 | 11,396 7,177 | 47,619 | 13,853 7,295
71,006 | 22,179 677 3,654 | 17,848 | 10,762 7,086 | 48,827 | 14,144 7,463
71,335 | 21,602 658 3,770 | 17,174 | 10,229 6,944 | 49,734 | 14318 1,657
73,798 | 22,299 672 3,957 | 17,669 | 10,630 7,039 | 51,499 | 14,788 8,038
76,912 | 23,450 693 4,167 | 18589 | 11,414 7,176 | 53,462 | 15349 8,371
8,389 3,364 755 4,095 | 18514 432 ,082 | 55025 | 15,693 8,536
77,069 | 21,318 802 3,608 | 16,909 | 10,266 6,643 | 55751 | 15,606 8,600
79,502 | 22,025 832 3,662 | 17,531 | 10,640 6,891 | 57,477 | 16,128 8,966
2,593 2,972 865 940 | 18,167 | 11,132 7,035 , 16,765 §
86,826 | 24,156 902 4322 18932 | 11,770 7,162 | 62,670 | 17,658 9,879
89,932 | 24,997 1,008 4,562 | 19,426 | 12,220 7,206 | 64,935 | 18,303 | 10,180
90,528 | 24,263 1,077 44541 18733 | 11,679 7,054 | 66,265 | 18413 | 10,244
91,289 | 24,118 1,180 4304 | 18634 | 11611 7023 | 67,172 | 18,604 | 10,364
89,677 | 22,550 1,163 40241 17363 | 10,610 6,753 | 67,127 | 18457 | 10,372
90,280 | 22,110 997 4,065 | 17,048 | 10,326 6,722 | 68,171 | 18,668 | 10,635
94,530 | 23,435 1,014 4501 17,920 | 11,050 6,870 | 71,095| 19,653 | 11,223
97,511 | 23,585 4793 17,819 | 11,034 6,784 | 73,926 | 20379 | 11,733
99,474 | 23,318 829 49371 17,552 | 10,795 6,757 | 76,156 | 20,795 | 12,078
102,088 | 23,470 771 5090 | 17,609 | 10,767 6,842 | 78,618 | 21302 | 12419
105,345 | 23,909 770 5233 | 17,906 | 10,969 6,938 | 81436 | 21974| 12,808
108,014 | 24,045 750 5309 | 17,985 | 11,004 6,981 | 83,969 | 22,510 | 13,108
109,487 | 23,723 765 5263 | 17,695 | 10,736 6,959 | 85764 | 22,666 | 13,182
108,374 2,588 739 4,780 | 17,068 | 10,219 ,849 | 85787 | 22,281 | 12,896
108,726 | 22,095 689 4,608 | 16,799 9,945 6,854 | 86,631 | 22,125| 12,828
110,844 | 22,219 666 4779 | 16,774 9,900 6,873 | 88,625 | 22378 | 13,021
114291 | 22,774 659 5095 | 17,021 | 10,131 6,890 | 91,517 | 23,128 §
117,298 | 23,156 641 5274 | 17,241 | 10,372 6,869 | 94,142 | 23834 | 13,897
119,708 | 23,410 637 5536 | 17,237 | 10,485 6,752 | 96,299 | 24,239 | 14,143
122,776 | 23,886 654 813 | 17,419 | 10,704 J16 | 98,890 | 24,700
125,930 | 24,354 645 6,149 | 17,560 | 10,910 6,650 | 101,576 | 25,186 | 14,609
128,993 | 24,465 598 6,545 | 17,322 | 10,830 6,492 | 104,528 | 25771 | 14,970
131,785 | 24,649 599 6,787 | 17,263 | 10,876 6,388 | 107,136 | 26,225 | 15,280
131,826 | 23,873 606 6,826 | 16441 | 10,335 6,107 | 107,952 | 25983 | 15239
130,341 | 22,557 583 6,716 | 15259 483 5775 | 107,784 | 25497 | 15,025
129,999 | 21,816 572 6,735 | 14,510 8,963 5547 | 108,182 | 25287 | 14917
131,435 | 21,882 591 6,976 | 14315 8,924 5391 | 109,553 | 25,533 | 15,058
133,463 | 22,133 625 1,277 | 14,232 8,953 5278 | 111,330 | 25909 | 15,255
135371 | 22,379 676 7488 | 14215 8,996 5219 | 112,992 | 26,072 | 15245
132,471 | 21,988 605 7,115 | 14,268 8,943 5325 | 110,483 | 25724 | 15,157
132,736 | 22,052 610 7,166 | 14,276 8,963 313 | 110,684 | 25,787 | 15,198
132,876 | 22,077 616 7,193 | 14,268 8,959 5309 | 110,799 | 25822 | 15211
133,104 | 22,119 620 7,243 | 14,256 8,959 5297 | 110,985 | 25861 | 15234
133210 | 22,126 620 7,255 | 14,251 ,964 5287 | 111,084 | 25897 | 15249
133376 | 22,133 623 7,277 | 14,233 8,953 5280 | 111,243 | 25908 | 15,256
133617 | 22,131 624 7,283 | 14,224 8,946 5278 | 111,486 | 25976 | 15310
133,792 2,146 627 7,306 | 14,213 ,950 ,263 | 111,646 | 25985 | 15313
133,840 | 22,143 631 7,325 | 14,187 8,933 5254 | 111,697 | 25944 | 15267
133,877 | 22,179 636 7,347 | 14,196 8,952 5244 | 111,698 | 25945 | 15260
134,231 2,264 641 7,409 | 14214 8,960 5254 | 111,967 | 26,006 | 15,293
134,376 | 22,282 644 7416 | 14,222 8,970 5252 | 112,094 | 26,015 | 15300
134,530 | 22,335 648 7,460 | 14,227 8,977 5250 | 112,195| 26,042 | 15300
134,730 | 22,373 653 7,494 | 14,226 8,981 5245 | 112,357 | 26,048 | 15289
134905 | 22,381 661 7,495 | 14,225 8,992 5233 | 112,524 | 26,075 | 15307
135,017 | 22,419 670 7,505 | 14,244 9,017 5227 | 112,598 | 26,053 | 15,260
135,117 | 22,407 672 7,501 | 14,234 9,014 5220 | 112,710 | 26,039 | 15226
135,251 | 22,435 677 7,499 | 14,259 9,033 5226 | 112,816 | 26,040 | 15221
135374 | 22,420 680 7,504 | 14,236 9,011 5225 | 112,954 | 26,052 | 15222
135,604 | 22,427 683 7,512 | 14232 9,014 5218 | 113,177 | 26,052 | 15212
135,807 | 22,419 685 7511 14,223 9,011 5212 | 113,388 | 26,073 | 15207
135,893 | 22,355 690 7483 | 14,182 8,987 5195 | 113,538 | 26,092 | 15213
136,047 | 22,314 694 7,458 | 14,162 8,970 5192 | 113,733 | 26,153 | 15,252
136,214 | 22,303 698 7,455 | 14,150 8,964 5186 | 113,911 | 26,167 | 15243

Includes wholesale trade, transportation and warehousing, and utilities, not shown separately.

Note.—Data in Tables B-46 and B—47 are based on reports from employing establishments and relate to full- and part-time wage and sal-
ary workers in nonagricultural establishments who received pay for any part of the pay period that includes the 12th of the month. Not com-
parable with labor force data (Tables B-35 through B—44), which include proprietors, self-employed persons, unpaid family workers, and
private household workers; which count persons as empluyed when they are not at work because of industrial disputes, bad

See next page for continuation of table.
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TABLE B—46.—Employees on nonagricultural payrolls, by major industry, 1959—-2006—Continued
[Thousands of persons; monthly data seasonally adjusted]

Service-providing industries—Continued

Profes-
) p Government
Finan- sional Educa- :
Year or month Ir[]nfg[- cial hand tir?n Iaﬂd aLned'S#;g_ Other
: activi- usi- ealt oD services
tion ties ness | services pitality Total Federal State Local
services
1,718 2,454 3,591 2,822 3,365 1,107 8,192 2,342 1,484 4,366
1,728 2,532 3,694 2,937 3,460 1,152 8,464 2,381 1,536 4,547
1,693 2,590 3,744 3,030 3,468 1,188 8,706 2,391 1,607 4,708
1,723 2,656 3,885 3,172 3,557 1,243 9,004 2,455 1,669 4,881
1,735 2,731 3,990 3,288 3,639 1,288 9,341 2,473 1,747 5,121
1,766 2,811 4,137 3,438 3,772 1,346 9,711 2,463 1,856 5,392
1,824 2,878 4,306 3,587 3,951 1,404 | 10,191 2,495 1,996 5,700
1,908 2,961 4517 3,770 4,127 1,475 | 10,910 2,690 2,141 6,080
1,955 3,087 4,720 3,986 4,269 1,558 | 11,525 2,852 2,302 6,371
1,991 3,234 4,918 4,191 4,453 1,638 | 11972 2,871 2,442 6,660
2,048 3,404 5,156 4,428 4,670 1,731 | 12,330 2,893 2,533 6,904
2,041 3,532 5,267 4577 4,789 1,789 | 12,687 2,865 2,664 7,158
2,009 3,651 5328 4,675 4914 1,827 | 13,012 2,828 2,747 1,437
2,056 3,784 5,523 4,863 5,121 1,900 | 13,465 2,815 2,859 7,790
2,135 3,920 5,774 5,092 5,341 1,990 | 13,862 2,794 2,923 8,146
2,160 4,023 5974 5,322 5471 2,078 | 14,303 2,858 3,039 8,407
2,061 4,047 6,034 5,497 5,544 2,144 | 14,820 2,882 3,179 8,758
2,111 4155 6,287 5,756 5,794 2,244 1 15,001 2,863 3,273 8,865
2,185 4,348 6,587 6,052 6,065 2,359 | 15258 2,859 3,377 9,023
2,287 4,599 6,972 6,427 6,411 2,505 | 15812 2,893 3,474 9,446
2,375 4843 7312 6,767 6,631 2,637 | 16,068 2,894 3,541 9,633
2,361 5,025 7,544 1,072 6,721 2,755 | 16,375 3,000 3,610 9,765
2,382 5,163 7,182 1,357 ,840 ,865 | 16,180 2,922 ,640 9,619
2,317 5,209 7,848 7,515 6,874 2,924 | 15982 2,884 3,640 9,458
2,253 5,334 8,039 1,766 7,078 3,021 | 16,011 2,915 3,662 9,434
2,398 5,553 8,464 8,193 7,489 3,186 6,159 ,943 3,734 482
2,437 5815 8,871 8,657 7,869 3,366 | 16,533 3,014 3,832 9,687
2,445 6,128 9,211 9,061 8,156 3,523 | 16,838 3,044 3,893 9,901
2,507 ,385 9,608 9,515 8,446 3,699 | 17,156 3,089 ,967 | 10,100
2,585 6,500 | 10,090 | 10,063 8,778 3,907 | 17,540 3,124 4,076 | 10,339
2,622 6,562 | 10,555 | 10,616 9,062 4,116 | 17,927 3,136 4,182 | 10,609
2,688 6,614 | 10,848 | 10,984 9,288 4261 | 18415 3,196 4305 | 10914
2,677 6,558 | 10,714 | 11,506 9,256 4249 | 18,545 3,110 4,355 | 11,081
2,641 6,540 | 10,970 | 11,891 9,437 4240 | 18,787 3,111 4,408 | 11,267
2,668 6,709 | 11,495 | 12,303 9,732 4,350 | 18,989 3,063 4,488 | 11,438
2,738 6,867 | 12,174 | 12,807 | 10,100 4,428 | 19,275 3,018 4,576 | 11,682
2,843 6,827 | 12,844 | 13289 | 10,501 4572 | 19,432 2,949 4,635 | 11,849
2,940 6,969 | 13,462 | 13,683 | 10,777 4,690 | 19,539 2,877 4,606 | 12,056
3,084 7,178 | 14,335 | 14,087 | 11,018 4825 | 19,664 2,806 4582 | 12,276
3,218 7,462 | 15147 | 14446 | 11,232 4,976 | 19,909 2,172 4612 | 12,525
3,419 7,648 | 15957 | 14,798 | 11,543 5087 | 20,307 2,769 4,709 | 12,829
3,631 7,687 | 16,666 | 15109 | 11862 5168 | 20,790 2,865 4,786 | 13,139
3,629 7,807 | 16476 | 15645 | 12,036 5258 | 21,118 2,764 4,905 | 13,449
3,395 7,847 1 15976 | 16,199 | 11986 5372 | 21,513 2,766 5029 | 13,718
3,188 79771 15987 | 16,588 | 12,173 5401 | 21,583 2,761 5002 | 13,820
3,118 8031 | 16395 | 16,953 | 12493 5409 | 21,621 2,730 4,982 | 13,909
3,066 8141 | 16,882 | 17,342 | 12802 5386 | 21,803 2,724 5021 | 14,058
3,064 8320 | 17,324 | 17,746 | 13,071 5404 | 21,990 2,706 5050 | 14,234
2005:Jan 3,068 8,091 | 16,638 | 17,176 | 12,673 5398 | 21,715 2,721 5013 | 13,981
Feb 3,063 8,097 | 16,711 | 17,188 | 12,703 5394 | 21,741 2,121 5016 | 13,998
Mar ,067 8,096 | 16,745 7,211 12,722 5389 | 21,747 730 5,015 4,002
Apr 3,072 8,100 | 16,780 | 17,241 | 12,770 5393 | 21,768 2,729 5018 | 14,021
May 3,065 8,101 | 16,794 | 17,291 | 12,778 5385 | 21,773 2,125 5017 | 14,031
June 3,062 8,114 | 16,844 7,333 | 12,802 5,394 1,786 2,121 016 | 14,043
July 3,061 8,136 | 16898 | 17,368 | 12,833 5392 | 21,822 2,726 5023 | 14,073
Aug 3,065 8155 | 16932 | 17413 | 12,860 5385 | 21,851 2,125 5024 | 14,102
Sept 3,071 8,172 6,997 | 17,451 2,826 5381 | 21,855 2,125 ,026 | 14,104
Oct 3,058 8201 | 16,991 | 17,440 | 12,840 5371 | 21,852 2,724 5022 | 14,106
Nov 3,064 8217 | 17,061 | 17,481 | 124881 5377 | 21,880 2,728 5032 | 14,120
Dec 3,066 8223 | 17,121 | 17,507 2,898 5,386 1,878 713 ,036 4,129
2006:Jan 3,065 8244 | 17,127 | 17,544 | 12932 5397 | 21,844 2,705 5007 | 14,132
Feb 3,073 8268 | 17,156 | 17,585 | 12,955 5396 | 21,876 2,707 5024 | 14,145
3,072 8282 | 17,199 | 17,622 | 12976 5399 | 21,899 2,706 5024 | 14,169
3,070 8308 | 17,211 | 17,650 | 12,989 5399 | 21918 2,704 5032 | 14,182
3,061 8315 | 17,276 | 17,676 | 13,014 5405 | 21,924 2,708 5032 | 14,184
3,062 8315 | 17,319 | 17,704 | 13,023 5402 | 21,951 2,708 5038 | 14,205
3,052 8321 | 17364 | 17,735| 13,062 5398 | 21,970 2,716 5039 | 14215
3,062 8333 | 17,402 | 17,805| 13,099 5404 | 22,020 2,708 5055 | 14,257
3,060 8360 | 174151 17,863 | 13,129 5412 | 22,076 2,707 5079 | 14,290
3,062 8359 | 17,4441 17883 | 13,181 5419 | 22,098 2,700 5075 | 14,323
3,059 8367 | 17491 | 17919| 13,220 5416 | 22,108 2,696 5081 | 14331
3,071 8376 | 17541 | 17,962 | 13,251 5418 | 22,125 2,691 5088 | 14,346

Note (cont’d).—weather, etc., even if they are not paid for the time off; which are based on a sample of the working-age population; and
which count persons only once—as employed, unemployed, or not in the labor force. In the data shown here, persons who work at more than
one job are counted each time they appear on a payroll.

Establishment data for employment, hours, and earnings are classified based on the 2002 North American Industry Classification System

(NAICS).

For further description and details see Employment and Earnings.
Source: Department of Labor, Bureau of Labor Statistics.
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TABLE B—47.—Hours and earnings in private nonagricultural industries, 1959-20061

[Monthly data

seasonally adjusted]

Average weekly hours Average hourly earnings Average weekly earnings, total private
) ) Manu- Percent change
Year or month Manufacturing Total private fac- Level from year
Total turin earlier
private Over- | Current | 1982 (C”"e%t Current | 1982 | Current | 1982
ver- u u u
Total | ime | dollars | dolfars? | 91rS) | dollars | dollars? | dollars | dollars?
403 2.1
39.8 2.5 .
39.9 24 .
40.5 2.8 .
40.6 2.8 . .
40.8 31 . $302.52
41.2 36 . 310.46 2 2.6
414 39 2.60 105.11 312.83 3.5 8
40.6 3.3 2.71 108.02 311.30 2.8 -5
40.7 35 2.89 113.85 315.37 5.4 1.3
40.6 3.6 3.07| 12075 | 316.93 6.1 5
39.8 2.9 323 | 12580 | 312.94 42 -13
39.9 2.9 345 | 13358 | 318.05 6.2 1.6
40.6 34 370 | 14391 | 331.59 1.1 43
40.7 38 3.97| 15277 | 331.39 6.2 -1
40.0 32 431 | 161.25| 314.94 5.6 -5.0
39.5 2.6 471 | 170.28 | 305.16 5.6 -3.1
40.1 3.1 5.09 | 182.67 | 309.61 1.3 15
403 34 555 | 19530 | 310.99 6.9 4
404 36 6.05| 210.15| 31041 1.6 -2
40.2 33 6.57 | 22535 | 298.87 12 -3.7
39.7 2.8 7.15 240.77 281.27 6.8 =59
39.8 2.8 1.86 261.54 271.35 8.6 -14
38.9 2.3 8.36 272.74 272.74 43 -1.7
40.1 29 8.70 285.83 271.50 48 1.7
40.7 34 9.05 297.65 279.22 41 6
40.5 33 9.40 304.68 276.23 24 -1.1
40.7 34 9.59 309.52 276.11 1.6 -0
40.9 3.7 9.71 316.81 272.88 24 -1.2
41.0 38 10.05 | 32628 | 270.32 3.0 -9
40.9 38 10.35 338.10 267.27 3.6 -1.1
405 38 10.78 | 34929 | 26243 3.3 -1.8
404 3.8 11.13 | 358.06 | 258.34 2.5 -1.6
40.7 4.0 1140 | 367.83 | 257.95 2.1 -2
41.1 4.4 1170 | 37840 | 258.12 2.9 1
417 5.0 12.04 | 39073 | 259.97 3.3 b
413 4.7 12.34 | 399.53 | 25843 2.3 -6
413 4.8 12.75 | 41274 |  259.58 3.3 4
417 5.1 13.14 | 43125| 26522 45 2.2
414 4.8 13.45 | 448.04 | 271.87 3.9 2.5
414 48 13.85 | 46249 | 274.64 3.2 1.0
X 413 4.7 14.32 480.41 275.62 39 4
X 40.3 4.0 14.76 493.20 275.38 2.7 -1
2 40.5 42 15.29 506.07 278.83 2.6 1.3
. 40.4 42 15.74 517.30 278.72 2.2 -0
. 40.8 46 16.15 528.36 277.50 2.1 -4
X 40.7 46 16.56 543.65 275.82 2.9 -6
. 41.1 44 16.82 566.79 278.66 43 1.0
2005:Jan 33.7 40.7 4.5 16.38 | 53516 | 277.43 2.6 -4
Feb 33.7 406 4.6 16.42 | 536.17 | 276.80 2.2 -9
Mar 33.7 404 4.5 16.43 | 537.52 | 276.08 2.6 -5
Apr 33.8 405 4.4 16.48 | 540.80 | 276.20 3.0 -6
May 33.7 404 44 16.54 | 54021 | 276.18 2.3 -6
June .. 33.7 404 4.4 16.56 | 541.56 | 276.87 3.0 4
July 33.8 405 45 16.58 | 545.53 | 277.06 3.2 -0
Aug 33.7 40.6 46 16.65 544.59 274.77 2.7 -12
Sept .. 33.8 40.7 4.5 16.60 | 547.22 | 272.25 2.7 -2.3
Oct 33.8 41.0 4.6 16.71 | 55026 | 273.35 34 -12
Nov 33.8 408 4.6 16.68 | 550.26 | 275.54 3.3 -3
Dec ... 33.8 408 45 16.70 | 552.63 | 277.01 3.2 -2
2006:Jan ... 33.8 40.9 45 16.71 | 55432 | 276.06 3.6 -5
Feb 33.8 41.0 46 16.72 556.69 271.24 38 2
Mar 33.8 41.1 45 16.74 558.04 276.67 38 2
Apr 33.9 41.2 46 16.78 563.08 271.38 41 4
May 33.8 41.2 46 16.79 561.76 275.51 40 -2
June 33.9 413 4.6 16.80 | 565.79 | 276.94 45 0
July 33.9 414 45 16.80 568.16 276.75 41 -1
Aug 33.8 413 44 16.85 568.18 275.82 43 4
Sept 33.8 41.1 43 16.84 569.53 278.50 41 2.3
Oct 33.9 41.1 43 16.90 573.25 282.11 42 3.2
Novp 33.9 41.0 42 16.92 574.94 283.08 45 2.7
Decp 33.9 41.0 43 16.97 577.66 282.75 45 2.1

TFor production or nonsupervisory workers; total includes private industry groups shown in Table B-46.

2Current dollars divided by the consumer price index for urban wage earners and clerical workers on a 1982=100 base.

Note.—See Note, Table B—46.

Source: Department of Labor, Bureau of Labor Statistics.
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TABLE B—48.—Employment cost index, private industry, 1990-2006

Total private Goods-producing Service-providing ! Manufacturing

Total | Wages Total |Wages Total | Wages Total | Wages
com- | and | Bene- | com- | and | Bene- | com- | and | Bene- || com- | and | Bene-
pen- | sala- | fits?2 | pen- | sala- | fits2 | pen- | sala- | fits2 || pen- | sala- | fits?
sation | ries sation | ries sation | ries sation | ries

Year and month

Indexes on SIC basis, December 2005=100; not seasonally adjusted

December:
1990 523 59.4| 618| 53.4| 59.1| 63.1| 521
1991 55.5| 61.9| 64.1| 56.7|| 619| 656| 552
1992 58.7| 63.9| 657| 594| 643| 676| 583
1993 620| 66.2| 67.8| 620| 669 69.7| 618
1994 641 68.1| 696| 64.4| 690/ 718| 639
1995 65.2| 70.0| 71.7| 66.0| 70.8| 739| 650
1996 66.4| 723| 742| 673| 729| 763| 66.5
1997 67.3| 75.1| 774| 69.2| 746| 786| 674
1998 68.1| 78.0| 80.5| 714| 766| 813| 679
1999 705 80.6| 83.4| 738| 792 84l| 703
2000 743 842| 86.6| 781| 823| 87.1| 736
2001 773 87.8| 89.9| 825| 853| 90.2| 763

ecember 2005=100; not seasonally adjusted
20013 785| 87.8| 89.8| 824| 855| 902| 772
2002 823 904| 92.1| 858| 887| 928| 813
2003 882 94.0| 952| 91.0|| 924| 951| 873
2004 96.3| 97.3| 977 96.1|| 96.9| 974| 96.0
2005 100.0| 100.0| 100.0| 100.0|| 100.0| 100.0| 100.0
2006: Mar ... 99.6| 101.0| 100.8| 101.5|] 100.1| 100.7| 99.0
June .. 100.4| 101.8| 101.7| 102.3|| 101.0| 101.7| 99.7
Sept .. 101.3| 102.7| 102.6| 103.0|| 101.4| 101.9| 100.5
December 2005=100; seasonally adjusted
2005: Mar ... 982 983| 984| 979| 982| 982 981
June .. 98.8| 98.9| 985| 99.0 988
Sept .. 1003 9941 9941 9941 99.7| 99.5| 100.1
Dec 100.3| 100.1| 100.0| 100.4 | 100.2| 100.2| 100.2
2006: Mar 100.9| 100.8| 101.3 | 100.0| 100.7| 98.8
June .. 100.2| 101.7| 101.6| 102.0|| 100.8| 101.5| 99.6
Sept .. 101.3| 102.7| 102.6| 103.0|| 101.4| 101.8| 100.6
Percent change from 12 months earlier, not seasonally adjusted

December:
48 3.6 12| 46 39| 64 5.0 41 7.0
45 3.8 6.1 42 3.7 6.2 47 401 6.0
39 2.7 58| 32 25| 48 39 30| 56
39 3.0 56| 36 32| 44 4.0 3.1 6.0
3.0 3.0 341 29 2.7 39 31 30| 34
2.5 2.8 17 28 30| 25 26 29 1.7
2.8 3.1 181 33 350 20 3.0 32| 23
2.5 3.0 141 39 43 2.8 23 3.0 14
2.7 3.6 121 39 401 32 2.7 34 N
3.4 3.3 35| 33 36| 34 34 341 35
14 3.9 54| 45 38| 58 39 36| 47
38 3.6 40| 43 38| 56 36 36| 37
36 3.6 37| 44 38| 56 34 36| 35
35 2.9 48| 3.0 26| 41 3.7 29| 53
40 2.5 72| 40 34| 61 42 25| 74
16 2.4 92| 35 26| 56 49 241 100
. 32 2.9 38| 28 24| A1 32 27| A2
2006: Mar ... 2.3 2.9 130 27 241 35 1.9 2.5 7
June .. 2.3 3.1 81 29 2.7 36 1.9 2.8 3
Sept .. 22 2.8 9] 32 3.1 36 1.6 23 5

Percent change from 3 months earlier, seasonally adjusted

2005: Mar .. 0.9 0.7 15 0.9 0.6 1.6 09 0.7 1.5 11 06| 20
June .. 6 5 8 9 7 12 5 5 6 8 6 1.2
Sept .. 7 6 9 8 8 9 7 6 9 8 8 8
Dec 7 6 7 5 8 0 7 6 1.0 5 6 2
2006: Mar .6 7 4 1 6 -8 8 8 9 -2 5 -14
June .. 8 9 7 9 9 7 8 8 7 8 8 8
Sept .. 9 8 1.0 6 A 11 1.0 1.0 1.0 6 3 1.0

10n SIC basis, data are for service-producing industries.

2Employer costs for employee benefits.

3Data on NAICS basis available beginning 2001; not strictly comparable with earlier data shown on SIC basis.

Note.—In April 2006, with release of data for March 2006, among other changes, the industry classification for these series was switched
to the North American Industry Classification System (NAICS) from the Standard Industrial Classification (SIC). Also, data were rebased to
December 2005=100. Complete historical SIC data through December 2005, as well as technical details, are available from the Department
of Labor, Bureau of Labor Statistics.

Data exclude farm and household workers.

Source: Department of Labor, Bureau of Labor Statistics.
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TABLE B—49.—Productivity and related data, business sector, 1959-2006
[Index numbers, 1992=100; quarterly data seasonally adjusted]

Output per hour 1 Hours of all Compensation |Real compensation Unit labor Implicit price
Output 2 3 4 5
of all persons persons per hour per hour costs deflator

Year or

quarter | Busi- | Nonfarm | Busi- | Nonfarm | Busi- | Nonfarm | Busi- | Nonfarm | Busi- | Nonfarm | Busi- | Nonfarm | Busi- | Nonfarm
ness | business| ness |business| ness |b ness | b ness |b ness | b ness

sector | sector |sector | sector |sector | sector |sector| sector | sector | sector |sector | sector |sector| sector

05 . .
1161 1157| 1405 140.8| 1210| 121.7| 1347 134.2| 1120 1115| 1160 1160 112.7| 1133
1191 118%6| 1410| 141.3| 1184 119.2| 130.4| 1395 1135 112.8| 1179 117.7] 1149 1154
1240| 1235| 1431 1434| 1154 116.1| 1454 1246 1157 115.1| 1173| 117.1] 1161 1167
1287) 1280| 1475| 147.8| 1146| 1154| 151.2| 1504 1177| 117.1| 1175 1175 117.8] 1183
1327) 1318| 1540| 1s4.2| 116.1| 117.0/ 157.0] 1559| 119.0| 1182| 118:3| 1183| 120.8] 1211
1357) 1349| 1598 1600 117.7| 118.7| 1638 1627| 1202| 119.3| 120.7| 120.7| 124.3| 124.9
1228) 1227| 1419] 1425| 1155 116.1] 1438 1431 1156| 115.1| 117.1] 116.7| 1156 1160
1234 1230| 14256 1430| 1155 116.3| 1455 1447 116.1| 1155| 1179 117.7] 1159 1166
1248| 1242| 1438 144.1| 1152 1160 146.1| 1453 1160 115.3| 117.1| 117.0 116.2| 1169
1248| 1242| 1440| 144.1| 1154 1160 146.2| 1454 1153| 1147| 117.1| 117.1] 1167 1173
1258) 125.1| 144.4| 1446| 1148 1155 1480 1473| 1157 1151| 1177| 117.7] 1173|1179
1280| 1270| 1460| 146.1| 114.1| 1151| 150.8| 1497| 117.8| 117.0| 117.8| 117.9] 1174| 1180
1308| 130.1| 1497| 150.0| 1145 1153| 152.5| 1517| 118.4| 117.8| 116:6| 116.6 118.0] 1184
1303 1299| 150.1| 150.6| 1152 1159| 153.6| 1529 1189 1184| 1179 117.7| 1185 1187
1314)  1305| 1517 1519| 1155 116.4| 154.4| 1534 1185 117.8| 1175| 117.6] 1195] 1198
1328| 1322| 1535 1539| 1156 116.4| 1558 1548 1183| 117.6| 117.3| 117.2| 1206| 1207
1330| 1322| 1548 155.1| 116.4| 117.3| 157.5| 1566 1191 118.3| 1185 118.4| 121.1| 121
1335| 1324| 1558 156.0| 1167| 117.8 160.1| 1587| 1200 1189| 1199 119.9] 122.1| 1225
1345 1335| 157.4| 157.6| 117.0| 118.0| 161.6| 1604 1204 1195| 120.1| 120.1| 1230 1235
1349| 1343| 1590 1594| 117.9| 1186 162.0| 161.0| 1195 1189| 1200 119.9] 1237 1243
1366) 1358| 1609| 161.3| 117.8| 118.8| 1652 1641 1203| 1195| 1210| 120.9] 124.7| 1253
1367| 1358| 1617| 1620 1183 119.3| 166.5| 1653 1203| 119.4| 121.8| 121.7| 1257 1264
1382) 137.2| 1643| 164.6| 1189 1200/ 171.9] 1706 1236 1226 124.4| 124.4| 126.6| 127.3
1386 137.6| 165.4| 1657| 1194| 1204 171.3| 1701| 12156 120.8| 123.6| 1236 127.5| 1283
1387 1377| 166:3| 166.6| 1199 121.1| 172.5| 1712| 12156 120.7| 124.4| 124.4| 1279 1286

! Output refers to real gross domestic product in the sector. . . _ ) e

2Hours at work of all persons engaged in the sector, including hours of proprietors and unpaid family workers. Estimates based primarily
on establishment data. . o ) _ ) _

3Wages and salaries of employees plus employers” contributions for social insurance and private benefit plans. Also includes an estimate
of wages, salaries, and supplemental payments for the self-employed. )

“Hourly compensation divided by the consumer price index for all urban consumers for recent quarters. The trend from 1978-2005 is
based on the consumer price index research series (CPI-U-RS).

5Current dollar output divided by the output index.

Source: Department of Labor, Bureau of Labor Statistics.

288



) NQOMNM MMNOL WMNON QOMNST ©ON—D ONNOWY NN —D NN DM — QOMN@ OM— OISt~ MWOWMm DN

Changes in productivity and related data, business sector, 1959-2006

[Percent change from preceding period; quarterly data at seasonally adjusted annual rates]

of all persons
3.8

sector| sector |sector

Output per hour

NOOOS O—INS0 O NSO 0~ N0~ NN O —OMS O O 00— W0 M MO oMo S NIDWNWO© —NON o<

—oSme o Ntmm— mme— | TN e A e s BN NN o N WGt | B0 ;s oo < —

EJ
8 MHU —_ T T ANt SLFMNNS OB BW0 DWW B NMR BB e N B [N o N e B’ N e
Lo | S8 —_ =
= |28
2s | s358
=5 |[==2
25 =1 } IO OO NN QMO RSO QNN QAQHEY RO RSN T NSO RQRQNQ DO QMoK e
m.d D [O = = T A NN S SO0 LW 00 0D N NS DD AN —N— el o —_—— e B Mmoo —
£35S
- =g
) — NN NMO MmN UMY, NOSN0O OMNMN OONNO <M O~ 00 NIROMMN O OIONMm 00 LM MmO o<t m
£ T TIANIN TN AMEM™ @M, NOENG @MNAMAN QNN A QI OIS 9 e m™~
M%N S o 1 NF<FO IONPBFr— IO~ S 0000 | BN — <Fosm—i— —_ e | o~ _34 o~ 43 _.I_A45 o en EIND
22 — —_ =
o S£
S 23
2, |S535
=g | =2
=3 M LS NGO O=HON S MO0 Q@M RSN HORRS, AN R HDIWONM = IO SO SIREHS SN GY mnwn
= Lo | S« 1 NOB O IBNMBLO— BB~ —~08 — NN <Fon  — —_ s e | o~ SN NS — IS s N ooNN
=] 288 — — | I | |
o=g
= I=RA N PN OO M FARNRN RONRAN NSO NOMAN© QIS MFEDNG HANOR @ XIS NFER— NMO RONT, o,
S 85| cdman Sedon Smman e B I N B R A I T RN R I PN I N RN I B
5 PER=g1 -
S« | €33
2L | 558
T3 | =2
S5 \ | on NN NN AN N N I — —en e =N | | — AN BN = e | N A~ — NS —aa | O |
SR | 5982 | | I | ) —T
— 235
< D
g |=°°
= m%m B BT BOIB~G O BBT SOBBD SH~FF FONFN GBBaN— NBBOF NFOHFR < OFr | BOIBe —BFID Fri~a BN
S [ £28 - - -
S5 | 52g
323|353
s= | ==
S
= L5 | T DL I MMM O NOOMSMS QON—S, Qs MANNS, —oN—) —N©O OO & QM QR 0SS Rom— O
SO | TAL | THLMW®B BOWBON NOGWOT SBBXBT ST FIOBBON OFIBN— NBBOSF NFBIL® < B~ WOBRFN NB<F©O o3 oo ol
3386 = = =
o 228
— =fRs | < N men | — | oot Sommwoo | aN—©Y & mad o' aA—eoaa —Aae = o~ o | —— N — N N T NN
s | S22 1 1 1 ) ) ) 1 (]
w2 | S23
5= | s358
a3 | =2
558 1,5 | N NOX~D SOMOWN OM—0N MM INMNK MEONO OIN~S XVOTOS ONNNM I H1OWn DHOMD NMOHS S0 —© —~w
22| g88 |~ i N eaida qiles | gomse ||gi-n o Toaa gl les a-saal High = =gl T qigieel S el el T el
1
o=z
=5 © ~OONN HHNNS HONME NOQON ©NINN NREOOW BORMO NINNON OFIN—M 0 I~ NMO® QNN NFRQ ~~m
ELS |6 SO0 mmrinm 'O 600 a0 FmMmTos — | Mo BFBIBE 0 e 03 s i BB S Soied
— S=G ol ! ! -
=5
s S53
a8 |=2a
3 P — AN OT QRONOQ QXRNOT QUM —OOSIS @NLOMMS NS NWMRT MRS M WHONn SO RO NI Mo
‘B9 00 —HrAO<FWO MWD | MO —OINWM —ANMIN0 FEOMTM — | MO NSO o —ost o NN SO~ AN <~ O
DUu.nn» | | | | —
EQ R NTRWS O ROMR MO ME NSNS @R @A INMR@OR QRS M SRS QM@ RS, Q@M= AN
=4 B ABLBB BB AL OO NG | e SN o8 e = aleaia e s NS e | s BN |
=
=
S 3
=2
Lo
58
S
@<

TABLE B-50.

Year or
quarter

1959 i
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3Wages and salaries of employees plus employers’ contributions for social insurance and private benefit plans. Also includes an estimate

of wages, salaries, and supplemental payments for the self-employed.
Note.—Percent changes are based on original data and may differ slightly from percent changes based on indexes in Table B—49.

4Hourly compensation divided by a consumer price index. See footnote 4, Table B—49.
Source: Department of Labor, Bureau of Labor Statistics.

2Hours at work of all persons engaged in the sector. See footnote 2, Table B—49.
5Current dollar output divided by the output index.

1Qutput refers to real gross domestic product in the sector.




PRODUCTION AND BUSINESS ACTIVITY

TABLE B-51.—Industrial production indexes, major industry divisions, 1959-2006
[2002=100; monthly data seasonally adjusted]

Total Manufacturing
Year or month _otal Mining Utilities
industrial 1 Other
production ! Total Durable Nondurable (non-NAICS) !
24.9 226
254 23.0
25.6 231
21.7 251
29.4 26.7
313 285
34.5 316
37.5 344
38.3 351
40.5 37.1
42.3 38.7
40.9 37.0
415 37.5
455 415 30.0 61.0 65.6 106.9 50.3
49.2 452 33.8 63.8 67.7 107.5 53.2
49.1 451 33.6 64.1 68.0 105.9 53.0
448 40.4 29.2 59.5 64.9 103.4 54.0
183 441 319 64.9 66.8 104.2 56.4
52.0 479 35.1 69.3 732 106.6 58.7
54.9 50.8 37.9 718 157 109.9 60.2
56.6 52.5 39.9 72.2 773 113.2 61.6
55.1 50.6 38.1 70.0 80.0 115.3 62.0
55.9 51.2 38.6 70.6 81.9 118.3 62.9
53.1 485 354 69.5 82.8 112.4 60.9
54.5 50.8 37.2 72.8 85.1 106.5 61.4
59.5 55.9 42.6 76.2 89.0 1134 65.0
60.3 56.9 43.7 76.6 92.5 111.2 66.4
61.0 58.3 445 78.8 94.2 103.1 67.0
64.1 61.6 47.2 83.1 99.7 104.0 70.1
67.4 64.8 50.6 85.8 99.3 106.6 741
68.1 65.3 51.2 86.4 97.9 105.4 76.4
68.7 65.9 51.4 87.7 96.7 106.9 779
67.7 64.6 19.9 87.4 92.9 104.6 79.8
69.7 67.0 52.5 89.6 91.0 102.2 79.7
72.0 69.5 55.6 90.9 91.8 102.2 82.6
76.0 73.7 60.6 94.1 90.9 104.6 84.2
79.8 71.8 66.0 95.8 90.9 104.4 87.2
83.2 814 717 96.0 90.2 106.2 89.7
89.2 88.3 80.4 99.6 97.7 108.0 89.7
94.6 94.4 89.2 101.0 104.2 106.5 92.0
99.1 99.5 97.3 101.7 107.6 101.2 94.7
103.6 104.3 105.4 102.3 109.6 103.5 97.4
100.0 100.0 100.4 99.0 103.2 104.5 97.0
100.0 100.0 100.0 100.0 100.0 100.0 100.0
101.1 101.1 102.3 100.1 97.0 101.9
103.6 104.0 106.3 102.0 97.8 99.2 103.3
106.9 108.0 112.1 104.5 99.6 105.5
111.2 113.0 120.5 106.7 97.9 100.1 105.7
105.6 106.4 108.7 1043 101.0 103.3
106.2 107.0 109.7 104.6 99.7 101.5 103.3
106.1 106.7 109.4 104.5 100.0 100.3 104.9
106.2 106.9 109.8 104.5 100.4 104.1
106.6 107.6 110.6 104.9 100.5 100.0 103.4
107.3 108.0 111.2 105.2 99.6 100.2 106.9
107.3 108.1 1114 105.3 99.0 99.5 107.0
107.6 108.4 112.7 104.7 99.1 99.0 107.3
105.8 107.5 113.1 102.4 99.2 89.4 107.2
107.1 109.2 116.0 102.8 100.1 90.0 105.6
108.2 110.1 116.3 104.8 98.4 94.8 104.6
Dec ... 109.1 110.6 116.6 105.5 98.5 96.8 107.8
2006:Jan ... 109.1 1115 117.5 106.4 98.7 98.7 98.7
Feb 109.4 111.2 117.6 105.9 97.6 98.5 103.7
Mar 110.0 1117 1185 105.9 97.8 98.6 105.5
Apr 110.9 112.8 120.3 106.3 99.0 99.7 105.3
May 110.9 112.6 120.1 106.1 98.0 100.7 105.7
June .. 1119 1135 121.3 107.0 98.1 101.1 107.4
July 112.3 113.9 121.7 107.4 98.1 101.0 108.7
Aug 112.5 1143 122.6 107.5 97.0 99.9 108.8
Sept .. 112.2 114.3 122.2 107.8 97.2 101.0 104.5
Octe .. 112.1 113.6 1214 106.9 99.2 101.1 109.3
Novp . 112.0 113.5 121.7 106.5 98.1 100.6 109.6
Dece . 112.4 114.3 123.0 106.9 98.1 101.4 106.7

1Total industry and total manufacturing series include manufacturing as defined in the North American Industry Classification System
(NAICS) plus those industries—logging, and newspaper, periodical, book and directory-publishing—that have traditionally been considered to
be manufacturing and included in the industrial sector.

Note.—Data based on the North American Industry Classification System; see footnote 1.
Source: Board of Governors of the Federal Reserve System.
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TABLE B—52.—Industrial production indexes, marker groupings, 1959-2006
[2002=100; monthly data seasonally adjusted]

Total Final products Nonindustrial supplies Materials

ota

v ir;d_usl- Consumer goods Equipment

ear or ria

month PIO” | Total Auto- | Other |y, L s(t:?unc- Busi- | 7otq hg”- Ener-
duc- Total motive | dura- durable | Total 1 Busi- | fense tion | ness er gy
tion prod- | ble | 0 ness | and &

ucts | goods space

249 240| 307 19| 19| 37.0| 159| 11.4| 46.0

.| 1109 .

June ... | 1119 . .

July ... | 112.3| 1125| 1074] 979 108.1| 126.2| 128.1
Aug ... | 1125| 1129| 107.8| 996 108.2| 126.6| 128.6
Sept ... | 112.2] 112.7| 107.6| 984 108.2| 126.6| 1285
Octe ... | 112.1] 1124| 107.2| 945 108.5| 126.6 | 128.6
Nove ... | 112.0] 112.7| 107.3| 983 108.1| 127.2| 129.8
Decp .. | 1124 1134| 107.6| 100.6 107.9] 129.0| 131.8

Tncludes other items, not shown separately.
Note.—See footnote 1 and Note, Table B-51.
Source: Board of Governors of the Federal Reserve System.
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TABLE B—53.—Industrial production indexes, selected manufacturing industries, 1967—-2006
[2002=100; monthly data seasonally adjusted]

Durable manufacturing Nondurable manufacturing

Computer and

Primary h Transportation
electronic ; Plas-
metal Fabri- products equipment Print- tics
Year or month cated | Ma- Ap- ing | chem- | and
Iron | metal | chin- Se- Motor aeel Paper | and ical rub- | Food
and | prod- | ery lected ve- P sup- ber
Total | steel ucts Total high- | Total | hicles port prod-
prod- tech- and ucts
ucts nology ! parts

IComputers and office equipment, communications equipment, and semiconductors and related electronic components.
Note.—See footnote 1 and Note, Table B-51.
Source: Board of Governors of the Federal Reserve System.
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TABLE B—54.—Capacity utilization rates, 1959-2006
[Percent 1; monthly data seasonally adjusted]

Manufacturing

Stage-of-process

Total . T Primary
Year or month | . 2 Non- Other Mining Utilities
industry Total2 Dgugg(lj);e durable (non- ) Crude sgnmdif Finished
goods NAICS) finished
81.6 83.0 81.1
80.1 79.8 80.5
713 71.9 772
81.4 81.5 81.6
83.5 83.8 83.4
85.6 87.8 84.6
89.5 91.0 88.8
91.1 91.4 911
87.2 87.5 86.3 81.2 94.5 81.1 85.0 88.2
87.1 87.3 86.5 83.6 95.1 83.4 86.8 87.0
86.6 87.0 86.2 86.8 96.8 85.7 88.1 85.4
79.4 715 82.2 89.3 96.3 85.2 81.5 719
71.9 75.1 81.9 88.0 94.7 84.4 81.6 754
833 81.9 85.3 7 90.9 95.2 88.7 88.1 794
87.6 88.5 86.6 84.7 92.0 94.3 90.6 92.2 83.0
84.4 84.6 84.2 82.7 9l.1 87.4 91.3 874 80.2
735 716 76.0 71.2 89.2 84.5 83.9 75.0 735
78.2 76.3 81.0 774 89.7 85.2 87.2 80.0 76.6
824 81.1 84.2 83.4 89.8 85.3 89.1 84.3 79.7
84.3 83.9 85.0 85.1 89.8 84.2 88.5 85.9 82.1
84.2 84.4 83.7 85.4 91.1 85.5 89.3 85.9 82.0
78.7 717 79.5 86.9 915 85.1 89.1 78.7 79.7
71.0 75.2 789 87.5 914 84.3 89.4 71.1 779
71.0 66.5 76.7 87.0 83.7 80.4 81.9 70.4 13.7
73.5 68.6 79.8 87.6 78.5 79.7 788 74.2 735
79.4 76.8 824 89.4 84.7 82.9 85.0 81.1 776
783 75.8 80.9 90.3 834 83.1 83.3 80.0 77.0
784 753 81.9 88.8 76.6 82.3 78.6 79.9 772
80.9 775 84.8 90.6 79.6 83.9 82.6 82.9 78.6
83.9 81.8 86.2 88.5 83.7 86.1 86.3 85.9 81.3
83.1 81.5 85.0 85.4 84.9 86.6 87.0 84.8 81.1
81.6 79.2 84.5 83.7 86.9 86.0 88.2 82.7 80.3
783 74.8 824 81.5 849 86.8 85.5 79.7 717
79.4 76.9 82.5 80.9 84.4 85.2 85.5 81.2 778
80.3 78.7 82.3 81.9 85.8 87.7 85.7 83.6 778
82.8 82.0 83.9 81.9 87.6 88.8 87.8 86.6 79.1
83.1 82.6 83.9 82.2 87.9 89.9 88.6 86.8 79.5
81.9 81.6 82.5 80.8 90.3 90.4 88.4 85.7 78.7
83.0 82.7 83.2 84.6 91.2 89.1 90.2 85.9 80.1
81.7 81.1 82.0 86.5 89.0 91.2 87.3 84.0 80.5
80.8 80.6 80.4 86.9 86.1 92.5 86.6 84.1 78.5
80.1 80.1 79.1 88.0 90.8 924 88.2 843 77.0
739 71.6 75.7 83.5 911 88.9 85.3 71.6 724
73.0 69.7 76.2 82.3 86.4 87.7 82.9 71.2 70.6
74.2 713 71.0 82.8 88.2 86.3 84.6 783 717
76.6 74.0 789 84.8 88.2 84.9 86.5 80.7 731
78.8 76.4 80.8 85.9 87.9 86.0 86.4 82.6 75.5
80.4 79.0 81.8 83.9 90.6 85.6 88.6 83.6 776
78.2 75.2 80.7 87.3 89.2 84.2 88.2 81.8 74.6
78.6 75.8 81.0 86.2 90.7 84.2 89.7 81.8 75.2
783 754 80.9 86.4 89.8 85.5 89.3 81.9 748
784 75.5 80.9 85.9 90.1 84.9 89.1 82.0 4.7
78.7 75.8 81.2 86.8 89.9 84.3 88.6 82.0 154
789 76.0 81.5 85.9 90.2 87.2 88.5 82.7 75.6
. 788 759 81.5 85.3 89.7 87.4 88.6 82.7 754
. 79.0 76.6 81.0 85.4 89.4 87.6 87.8 82.9 756
. 78.1 76.6 79.1 85.5 80.8 87.5 117 82.9 753
. 79.2 78.2 79.4 86.2 81.4 86.2 79.4 83.1 76.4
. 79.7 78.2 80.9 84.7 85.9 85.4 83.9 83.4 76.5
. 79.8 78.0 81.4 84.7 87.8 87.9 85.6 83.9 76.7
2006: 81.1 80.3 784 82.0 84.8 89.5 80.4 87.4 83.1 76.7
Fi 81.1 79.9 78.1 81.5 83.8 89.3 84.4 87.2 83.4 76.4
81.4 80.1 785 81.5 83.9 89.4 85.7 87.3 83.6 76.9
81.9 80.7 79.4 81.7 84.9 90.4 85.4 88.2 83.8 778
81.7 80.3 79.0 815 83.9 91.2 85.5 88.9 83.6 772
823 80.8 79.5 82.1 84.0 915 86.8 89.2 84.3 711
82.4 80.9 79.5 82.3 83.9 91.3 87.6 89.5 84.5 779
82.4 81.1 79.8 82.3 82.9 90.2 87.5 89.2 844 78.0
82.0 80.9 79.3 82.5 83.0 91.2 83.9 89.6 83.5 78.0
81.8 80.2 78.5 81.7 84.6 91.1 87.6 89.2 833 71.7
81.6 80.0 78.5 81.4 83.6 90.7 87.6 88.9 82.7 78.1
81.8 80.4 79.1 81.6 83.6 91.3 85.1 89.1 82.5 78.6

1Qutput as percent of capacity.

2See footnote 1 and Note, Table B-51.

Source: Board of Governors of the Federal Reserve System.
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TABLE B—55.—New construction activity, 1964-2006
[Value put in place, billions of dollars; monthly data at seasonally adjusted annual rates]

Year or month

Total
new
construc-
tion

Private construction

Public construction

State
and
local

926.
1,034.7
1,143.7

Residential Nonresidential buildings and other
buildings?® construction
New
Total? | housing Office Other®
units 3

30.5 24.1

30.2 23.8

28.6 21.8

28.7 21.5

34.2 26.7

37.2 29.2

359 27.1

48.5 38.7

60.7 50.1

65.1 54.6

56.0 434

51.6 36.3

68.3 50.8

92.0 722
109.8 85.6
116.4 89.3
100.4 69.6

99.2 69.4

84.7 57.0
125.8 95.0
155.0( 114.6
160.5| 1159
190.7| 1352
199.7| 1427
2045 1424
204.3| 1432
19111 1321
166.3| 1146
19941 1351 R .
225.1| 1509 46| 20.0 67.7
258.6| 176.4 47| 204 66.9
2474 1714 7.1 23.0 70.9
281.1| 1911 109 26.5 70.6
289.0| 198.1 129] 32.8 773
3146 | 224.0 1481 404 86.0
350.6| 2513 16.0| 451 93.7
374.5| 265.0 16.3| 524 104.9
388.3| 2794 1451 497 108.2
4219 2988 10.5] 353 110.2
47591 3457 991 306 107.5
564.8 | 417.5 120 329 106.8
642.3| 481.7 12.8| 36.8 107.0
605.6 | 443.2 120 359 106.3
616.7| 452.3 125] 380 106.1
626.9| 457.6 13.8| 36.6 106.0
627.8| 463.9 13.2] 374 102.6
636.0| 472.2 121 371 108.0
642.2| 482.2 11.6| 36.7 104.3
646.6 | 487.3 116 349 105.0
650.8 | 491.1 1241 356 103.2
655.0| 497.1 132 374 110.1
659.3| 502.0 1341 37.0 109.7
663.1| 506.9 13.5] 369 1111
665.6 | 509.1 1421 39.0 1117
661.4| 510.5 141 384 116.4
662.6 | 513.0 1551 395 116.6
664.2| 513.7 16.9] 393 119.1
657.8| 502.6 18.71 40.2 119.8
647.2| 490.5 196 412 119.1
639.4| 4789 19.7] 420 121.5
627.3| 466.7 204 455 124.0
617.5| 454.3 205 47.6 126.1
609.6 | 446.0 206 475 124.2
599.0 | 4334 222 47.8 124.9
589.3| 422.6 23.1| 483 126.4

—_
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Lncludes farm residential buildings.
2Includes residential improvements, not shown separately.
3New single- and multi-family units.

4Including farm.

5Health care, educational, religious, public safety, amusement and recreation, transportation, communication, power, highway and street,

sewage and waste disposal, water supply, and conservation and development.

Note.—Data beginning 1993 reflect reclassification.

Source: Department of Commerce, Bureau of the Census.



TABLE B—56.—New private housing units started, authorized, completed and houses sold, 19592006
[Thousands; monthly data at seasonally adjusted annual rates]

New housing units started New housing units authorized ! N
ew
Year o month Type of structure Type of structure h?]lrl]?tlgg hm’gs
- - id
) 2to4 | 5 units ) 2t04 5 units | completed | °
Total Lunit | its2 | or more | TOfl | Lumit | Snn or more

1,234.0 283.0 1,208.3 938.3 71.1 1929 | s | e
994.7 257.5 998.0 746.1 64.6 187.4
974.3 338.7 1,064.2 722.8 67.6 273.8
991.4 4715 1,186.6 716.2 87.1 383.3
1,012.4 590.8 1,334.7 750.2 118.9 465.6
970.5 108.3 450.0 | 1,285.8 720.1 100.8 464.9
963.7 422.5 | 1,240.6 709.9 84.8 4459
178.6 61.2 325.1 971.9 563.2 61.0 347.7
843.9 71.7 376.1 | 1,141.0 650.6 73.0 417.5
899.4 80.7 527.3 | 1,353.4 694.7 84.3 574.4
810.6 85.1 571.2 | 1,322.3 624.8 85.2 612.4
812.9 84.9 535.9 | 1,351.5 646.8 88.1 616.7
1,151.0 120.5 780.9 | 1,924.6 906.1 132.9 885.7
1,309.2 141.2 906.2 | 2,218.9 | 1,033.1 148.6 1,037.2
1,132.0 118.2 795.0 | 1,819.5 882.1 117.0 820.5
888.1 68.0 381.6 | 1,074.4 643.8 64.3 366.2
892.2 64.0 2043 939. 675.5 63.9 199.8
1,162.4 85.8 289.2 | 1,296.2 893.6 93.1 309.5
1,450.9 121.7 414.4 |1 1,690.0 | 1,126.1 121.3 442.7
1,433.3 125.1 462.0 | 1,800.5 | 1,182.6 130.6 487.3
, 122.0 429.0 | 1,551.8 125.4 444.8
852.2 109.5 330.5 | 1,190.6 710.4 114.5 365.7
705.4 91.2 281.1 985.5 564.3 101.8 319.4
662.6 80.1 319.6 | 1,000.5 546.4 365.8
1,067.6 113.5 522.0 | 1,605.2 901.5 133.6 570.1
1,084.2 121.4 543.9 | 1,681.8 922.4 142.6 616.8
1,072.4 93.5 576.0 | 1,733.3 956.6 120.1 656.6
1,179.4 84.0 542.0 | 1,769.4 | 1,077.6 108.4 583.5
1,146.4 65.1 408.7 | 1,534.8 | 1,024.4 89.3 421.1
1,081.3 58.7 348.0 | 1,455.6 993.8 75.7 386.1
1,003.3 55.3 317.6 | 1,3384 931.7 67.0 339.8
894.8 37.6 260.4 | 1,110.8 793.9 54.3 262.6
840.4 356 137.9 948.8 753.5 43.1 152.1
1,029.9 309 139.0 | 1,094.9 910.7 458 138.4
1,125.7 29.4 1326 | 1,199.1 986.5 52.3 160.2
1,198.4 352 2235 | 1,371.6 | 1,068.5 62.2 241.0
1,076.2 33.8 2441 | 1,332.5 997.3 63.7 271.5
1,160.9 453 270.8 | 1,425.6 | 1,069.5 65.8 290.3
1,133.7 445 295.8 | 1,441.1 | 1,062.4 68.5 3103
1,271.4 426 302.9 | 1,612.3 | 1,187.6 69.2 355.5
1,302.4 319 306.6 | 1,663.5 | 1,246.7 65.8 351.1
1,230.9 38.7 299.1 | 1,592.3 | 1,198.1 64.9 3293
1,273.3 36.6 292.8 | 1,636.7 | 1,235.6 66.0 335.2
1,358.6 385 307.9 | 1,747.7 | 1,332.6 13.7 341.4
1,499.0 335 315.2 | 1,889.2 | 1,460.9 82.5 345.8
1,610.5 42.3 303.0 | 2,070.1 | 1,613.4 90.4 366.2
1,715.8 41.1 3114 | 2,155.3 | 1,682.0 84.0 389.3
1,463.7 439 293.0 | 1,837.3 | 1,380.0 71.3 380.0
2005: Jan ... 1,736 46 355 2,144 1,651 79 414
Feb . 1,796 52 365 2,121 1,636 89 396
Mar . 1,578 34 244 2,084 1,600 80 404
Apr . 1,680 43 351 2,177 1,671 76 430
May .. . 1,717 37 280 2,111 1,669 82 360
. 1,724 38 316 2,188 1,690 86 412
1,740 36 294 2,206 1,722 99 385
1,713 43 319 2,205 1,706 87 412
1,790 58 310 2,240 1,778 87 375
1,7 33 287 2,131 1,717 81 333
1,795 38 298 2,191 1,716 81 394
1,633 31 338 2,107 1,642 84 381
1,814 27 424 2,195 1,664 103 428
1,812 35 285 2,147 1,62 87 436
1,615 36 321 2,085 1,555 83 447
1,524 56 252 1,973 1,497 12 404
1,587 51 315 1,946 1,488 84 374
1,478 44 311 1,869 1,404 67 398
1,445 83 232 1,763 1,325 85 353
1,365 41 253 1,727 1,284 74 369
1,393 29 302 1,638 1,219 72 347
1,187 39 252 1,553 1,181 67 305
1,282 22 268 1,513 1,150 62 301
1,230 62 350 1,613 1,168 75 370

1 Authorized by issuance of local building permits in permit-issuing places: beginning 2004, 20,000 places; 19,000 for 1994-2003; 17,000
for 1984-93; 16,000 for 1978-83; 14,000 for 1972—77; 13,000 for 1967-71; 12,000 for 1963-66; and 10,000 prior to 1963.
2Monthly data derived.

Note.—Data beginning 1999 for new housing units started and completed and for new houses sold are based on new estimation methods
and are not directly comparable with earlier data.

Source: Department of Commerce, Bureau of the Census.
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TABLE B—57.—Manufacturing and trade sales and inventories, 1967-2006
[Amounts in millions of dollars; monthly data seasonally adjusted]

Total manufacturing and Manufac- Merchant Retail Retail
Year trade turing wholesalers trade and food
m(%th Sales?! Inven Ratio3 | Sales!? Inven. Ratio3 | Sales! Inven Ratio3 | Sales 14 Inven Ratio3 sesravliecses
tories? tories? tories? tories?

90,820| 145,681 1.60| 46,486/ 84,646| 1.82| 19,576/ 25786| 1.32| 24,757| 35,249
, 156,611| 1.59| 50,229| 90,560| 1.80| 21,012 27,66/ 129| 27445 ,
105,690| 170,400| 1.61| 53,501 98,145| 1.83| 22,818 29,800| 1.31| 29,371| 42,455

108,221| 178,594| 1.65| 52,805 101,599 1.92| 24,167| 33,354| 1.38| 31,249| 43,641
116,895| 188,991 1.62| 55906| 102,567 1.83| 26,492| 36,568| 1.38| 34,497 49,856
131,081| 203,227\ 1.55| 63,027| 108,121| 1.72| 29,866| 40,297| 1.35| 38,189 54,809
153,677\ 234,406) 1.53| 72931| 124499 1.71| 38115 46,918 1.23| 42,631 62,989
177,912| 287,144\ 1.61| 84,790| 157,625 1.86| 47,982| 58,667| 1.22| 45141 70,852
182,198 288,992 1.59| 86,589| 159,708 1.84| 46,634| 57,774| 1.24| 48,975 71,510
204,150| 318345\ 156| 98.797| 174.636| 1.77| 50.698| 64.622| 1.27| 54.655 79,087
229513| 350,706| 1.53| 113.201| 188.378| 1.66| 56,136 73.179| 1.30| 60,176 89,149
260,320] 400,931| 1.54| 126,905| 211691| 1.67| 66.413| 86,934 1.31| 67.002| 102,306
297,701| 452640| 152| 143.936| 242157| 1.68| 79.051| 99.679| 1.26| 74.713| 110,804

327,233| 508,924 1.56| 154,391 265,215 1.72| 93,099| 122,631| 1.32| 79,743| 121,078
355,822 545,786 1.53| 168,129| 283,413| 1.69| 101,180( 129,654| 1.28| 86,514| 132,719
347,625 573,908 1.67| 163,351| 311,852| 195 95211| 127,428 1.36| 89,062| 134,628
369.286| 590,287 156| 172,547| 312.379| 178| 99.225| 130.075| 1.28| 97.514| 147.833
410,124 649780 153| 190,682 339.516| 1.73| 112,199| 142:452| 1.23| 107,243 167.812
422,583  664,039| 1.56| 194,538| 334,749 1.73| 113,459| 147,409| 1.28| 114,586| 181,881
430.419| 662738 1.55| 194,657| 322:654| 1.68| 114,960| 153.574| 1.32| 120,803| 186510
457,735 709,848/ 1.50| 206,326| 338,109 1.59| 122,968| 163,903| 1.29| 128,442| 207,836
497,157 767,222\ 1.49| 224,619| 369,374| 1.57| 134,521 178,801| 1.30| 138,017| 219,047
527,039 815455 1.52| 236,698| 391,212| 1.63| 143,760| 187,009| 1.28| 146,581 237,234

545909 840,594 1.52| 242,686| 405,073| 1.65| 149,506| 195833 1.29| 153,718 239,688
542,815 834,609| 1.53| 239,847| 390,950/ 1.65| 148,306| 200,448 1.33| 154,661 243,211
567,176| 842,809 1.48| 250,394| 382,510/ 1.54| 154,150| 208,302| 1.32| 162,632| 251,997

540,573 837,183| 1.52| 242,002| 378,900 571 147,261/ 196,914|  1.31| 1561,310| 261,369 1.67| 168,261
567,580 864,197| 1.50| 251,708 379,829 154,018| 204,842  1.30| 161,854| 279,526/ 1.68|| 179,858
610,253| 927,507 1.46| 269,843| 400,087 164,575| 221,978  1.29| 175,835| 305,442| 1.66|| 194,638
655,097 986,349 1.48| 289,973| 425,032 179,915| 238,392|  1.29| 185,209| 322,925| 1.72|| 204,677
687,350( 1,005,672| 1.46| 299,766| 430,679 190,362| 241,078 1.27| 197,222| 333,915 1.67| 217,463
723,879| 1,046,857| 1.42| 319,558| 443,768 198,154| 258,496| 1.26| 206,167| 344,593|  1.64| 227,670
742,837| 1,078,775 1.43| 324,984| 449,216 202,260( 272,292| 1.32| 215,592| 357,267| 1.62|| 238,278
786,634| 1,139,249| 1.40| 335,991 463,744 216,597| 290,418|  1.30| 234,046| 385,087| 1.59|| 257,797

834,325 1,198,691 1.41| 350,715 481,847 234,546\ 309,809| 1.29] 249,063| 407,035 1.59|| 274,518
822,982\ 1,141,227 1A43|335242| 447,881 232,096| 298,380|  1.32| 255,644| 394,966 1.58|| 282,131
827,925/ 1,158,450 1.38| 330,437| 439,473 236,294| 302,478|  1.26] 261,194| 416,499| 1.55|| 288,845
849,990\ 1,147,101| 1.35| 331,010 406,816 246,857\ 308,017|  1.23| 272,123| 432,268| 1.56|| 301,264
919,420| 1,234,297 1.30| 354,934| 434,863 274,710| 338,232|  1.18] 289,776| 461,202 1.56|| 320,812
984,511| 1,287,998 1.28| 378,737| 452,049 295,843| 362,084| 1.19] 309,932| 473,865 1.50|| 342,985

1
1.51
1.44
1.44
143
1.37
1.38
1.35
1.35
1.39
1.32
1.27
1.19
1.18
955,622| 1,244,547 370,898| 440,632|  1.19| 286,021| 342,184|  1.20| 298,703| 461,831 1.55|| 330,643
954,464 1,250,290 366,998| 442,953|  1.21| 295,899| 344,060\ 1.20| 301,567| 463,277| 1.54| 333,908
962,516| 1,254,693 373,656| 445,178|  1.19| 286,566| 344,946| 1.20| 302,294| 464,569| 1.54| 334,358
970,233| 1,269,077 372,619| 445,674\  1.20{ 290,603| 348,130|  1.20| 307,011| 465,273 1.52|| 339,841
972,103| 1,260,158 376,001| 444,876| 1.18| 290,366| 348,632| 1.20| 305,736| 466,650/ 1.53| 338,488
977.862| 1,259,431 374,870| 444,891| 1.19| 291,648| 350,654| 1.20| 311,344| 463,886 1.49|| 344,293
119
1.16
1.16
1.16
1.16
115
1.15
1.16
1.16
117
1.15
1.16
117
117
1.23
1.23
1.24

987,959 1,254,982 375,769 447,555 294,591 350,968|  1.19] 317,599| 456,459| 1.44|f 350,635
298,211| 352,472|  1.18| 312,485| 460,569| 1.47|| 345,648
305,146| 355,220|  1.16] 312,966| 464,834| 1.49|| 346,437
309,534| 356,974|  1.15] 314,307| 466,604| 1.48|| 348,095
307,100| 358,646/ 1.17] 316,329| 470,839| 1.49|| 350,460
309,975| 362,084| 1.17] 316,798| 473,865 1.50|| 351,025

311,990( 362,729| 1.16| 326,403| 475,498 1.46|| 361,743
312,846 365,838| 1.17 323,838| 475,304|  1.47|| 358,675
315,710( 367,871| 1.17| 325,981| 479,001| 1.47|| 361,190
320,342 372,676| 1.16| 328,369| 478,542|  1.46|| 363,611
326,407 376,048| 1.15| 328,971| 486,353|  1.48 364,343
330,366( 379,097 1.15| 327,208| 490,495| 1.50|| 362,439

331,886| 382,384| 1.15] 331,988| 492,228/ 1.48|| 367,415
334,528| 387,251|  1.16| 331,575| 493,462 1.49|| 367,491
329,432| 389,874| 1.18] 329,040| 491,908/ 1.49|| 365,319
328,188 391,575|  1.19] 328,091| 490,877 1.50|| 364,538
331,317| 396,654| 1.20| 330,055| 489,641 1.48|| 366,633

1.30

131

1.30

1.30

1.30

1.29

1.27

1.27| 384,246| 446,434
1.26/ 383,109 446,221
1.26/ 385,959| 449,332
1.27| 387,360| 449,992
1.26
1.25
1.26
1.26
1.26
1.25
1.26
1.26
1.27
1.30

1,021,258 1,287,998
1,035,640/ 1,294,384

394,485| 452,049

397,247 456,157
391,045( 454,016
394,896 457,914
394,480/ 462,308
404,199/ 465,617
403,835| 470,001

403,287| 473,717
.27| 406,519/ 476,356

.30 389,406| 479,304
1,045,932) 1,363,316| 1.30| 389,653| 480,864
1,0561,382| 1,368,239| 1.30| 390,010| 481,944

1 Annual data are averages of monthly not seasonally adjusted figures.

2Seasonally adjusted, end of period. Inventories beginning January 1982 for manufacturing and December 1980 for wholesale and retail
trade are not cumparable with earlier periods.

3Inventory/sales ratio. Annual data are: beginning 1982, averages of monthly ratios; for 196781, ratio of December inventories to monthly
average sales for the year. Monthly ratios are inventories at end of month to sales for month.

4Food services included on SIC basis and excluded on NAICS basis. See last column for retail and food services sales.

5 Effective in 2001, data classified based on North American Industry Classification System (NAICS). Data on NAICS basis available begin-
ning 1992. Earlier data based on Standard Industrial Classification (SIC).

Data include semiconductors.

Source: Department of Commerce, Bureau of the Census.

2006:
F

1,061409| 1,339,593
1,067,161| 1,348,329
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TABLE B—58.—Manufacturers’ shipments and inventories, 1967-2006
[Millions of dollars; monthly data seasonally adjusted]

Shipments! Inventories?
_ Durable goods industries Nondurable goods industries
Nondur
Year or month Durable able
Total goods oods Total Mate- Work Mate- | Work
indus- i%dus— Total rials in Finished Total rials in Finished
tries tries and proc- goods and proc- | goods
supplies ess supplies | ess
25233| 21,253| 84646| 54,896| 16,423| 24933| 13540 29,750| 11,760| 4,431| 13,559
27,624 | § 58,732 | 17,344 27, 14175 31,828| 12,328| 4,852| 14,648
29,403 | 24,098| 98145| 64,598 | 18,636| 30,282| 15680| 33,547| 12,753| 5120| 15,674
28,156 | 24,6491 101599 | 66,651| 19,149| 29,745\ 17,757| 34,948| 13,168| 5271| 16,509
29,924 | 25982 | 102,567 | 66,136 19,679| 28550\ 17,907| 36,431| 13,686| 5678| 17,067
33,987 | 29,040 108,121 | 70,067 | 20,807| 30,713 | 18,547 | 38,054| 14677| 5998| 17379
39,635| 33,296 | 124499 81,192| 25944| 35490\ 19,758| 43,307| 18147| 6,729| 18431
44173 | 40,617 | 157,625 | 101,493 | 35070| 42530\ 23,893| 56,132| 23,744| 8189| 24,199
43,598 | 42,991 159,708 | 102,590 | 33,903 | 43,227| 25460| 57,118| 23565| 8,834| 24,719
50,623 | 48,174 174,636 | 111,988 | 37457 | 46,074| 28457| 62,648| 25847| 9929| 26,872
59,168 | 54,033 | 188,378| 120,877 | 40,186| 50,226| 30,465| 67,501 | 27,387| 10,961 | 29,153
67,731 59,174 | 211,691 | 138181 | 45198 | 58848 | 34,135| 73510| 29,619| 12,085| 31,806
1431936 | 75.927| 68,009 | 242.157 | 160,734 | 52.670| 69.325| 38.739| 81423| 32.814| 13.910| 34,699
154,391 | 77,419| 76,972 | 265,215 | 174,788 | 55173 | 76,945| 42,670 90,427| 36,606| 15884 | 37,937
168,129 | 83,727| 84,402 | 283,413 | 186,443 | 57,998 | 80,998 | 47,447\ 96,970| 38,165| 16,194 | 42,611
163,351 | 79,212| 84,139| 311,852 200,444 | 59,136| 86,707 | 54,601 | 111,408 | 44,039| 18,612 48,757
172,547 | 85481| 87,066| 312,379 | 199,854 | 60,325| 86,899 | 52,630 112,525| 44,816| 18,691 49,018
190,682 | 97,940| 92,742 | 339,516 | 221,330 | 66,031| 98251 | 57,048 | 118,186| 45692| 19,328 | 53,166
194,538 | 101,279| 93,259 | 334,749 | 218,193 | 63,904 | 98,162 | 56,127 | 116,556 | 44,106 | 19,442 | 53,008
194,657 | 103,238 | 91,419| 322,654 | 211,997 | 61,331| 97,000 53,666 | 110,657 | 42,335| 18,124 | 50,198
206,326 108,128 | 98,198 | 338,109 | 220,799 | 63,562 | 102,393 | 54,844| 117,310| 45319 19,270| 52,721
224,619| 118,458 | 106,161 | 369,374 | 242,468 | 69,611 | 112,958 | 59,899| 126,906 | 49,396 | 20,559 | 56,951
236698 | 123,158 | 113540 | 391.212| 257,513 | 72:435| 122,251 | 62,827 | 133.699| 50,674 | 21,653 | 61,372
242,686 123,776 | 118,910 | 405,073 | 263,209 | 73,559 | 124,130 | 65520 | 141,864 | 52,645| 22,817 | 66,402
239,847 121,000 | 118,847 | 390,950 | 250,019| 70,834 | 114,960 | 64,225| 140,931| 53,011 | 22,815| 65,105
250,394 | 128,489 | 121,905 | 382,510 238,105| 69,459 | 104,424 | 64,222 | 144,405| 54,007 | 23,532 | 66,866
242,002 | 126,572 | 115,430 | 378,900 | 238,162 | 69,787 | 104,152 | 64,223 | 140,738 | 53,201 | 23,330| 64,207
251,708 | 133,712 | 117,996 | 379,829 | 238,781 | 72,705| 101917 | 64,159| 141,048 | 54310 23,327 | 63411
269,843 | 147,005 | 122,838 | 400,087 | 253,185| 78,615| 106,470 | 68,100| 146,902 | 57,189 | 24,411 | 65,302
289,973 | 158,568 | 131,405 | 425,032 | 267,472 | 85,534 | 106,601 | 75337| 157,560 | 60,774 | 25,781 | 71,005
299,766 | 164,883 | 134,883 | 430,679 272,595| 86,294 | 110,499 | 75802 | 158,084 | 59,141 | 26,466 | 72,477
319,558 | 178,949 | 140,610 | 443,768 | 281,154 | 92,357 | 109,879 8918 | 162,614 | 60,185| 28,506 | 73,923
324,984 | 185,966 | 139,019 | 449,216 | 290,765| 93,682 | 115156 | 81,927| 158,451 | 58222 | 27,069 | 73,160
335,991 | 193:895 | 142:096 | 463,744 | 296,615| 98,003 | 114,057 | 84,555| 167.129| 61.073 | 28,768 | 77.288
350,715| 197,807 | 152,908 | 481,847 | 306,889 | 106,307 | 111,166 | 89,416| 174,958 | 61,469 | 30,053 | 83,436
335242 | 183,592 | 151,650 | 447,881 | 279,825| 94,346 | 103,378 | 82,101 | 168,056 | 58200 | 27,541 | 82,315
330,437 | 180,703 | 149,734 | 439,473 | 272,146 | 88,990 | 99617 | 83,539| 167,327 | 55822 | 29,613 | 81,892
331,010 177,520 | 153,490 | 406,816 | 246,840 | 81,676 | 89,223 | 75941| 159,976 | 56,365 | 26,952 | 76,659
354,934 187,660 | 167,274 | 434,863 | 263,936 91,915| 90,438 | 81,583| 170,927 | 59,758 | 28,673 | 82,496
378,737 198,781 | 179,956 | 452,049 | 273,123 | 94,076 | 94817 | 84,230| 178,926 | 63,405 | 28,097 | 87,424
370,898 | 195,828 | 175,070 | 440,532 | 267,152 | 93,406 | 91,209| 82,537| 173,380 | 60,532 | 28,155| 84,693
366,998 | 193,084 | 173,914 | 442,953 | 268,951 | 93,187 | 92,413 | 83,351| 174,002 | 60,627 | 28,756 | 84,619
373,656 | 194,324 | 179,332 | 445,178 | 269,998 | 93,501 | 92,116| 84,381| 175180 | 61,248 | 29,187 | 84,745
372,619| 195,263 | 177,356 | 445,674 | 270,107 | 93,724 | 91,755| 84,628 | 175567 | 61,391 | 28,458 | 85,718
376,001 | 196,826 | 179,175 | 444,876 | 270,748 | 93,733 | 92,160 | 84,855| 174,128 | 61,440 | 27,664 | 85,024
374,870| 196,360 | 178,510 | 444,891 | 269,244 | 93,475| 91,672 | 84,097 | 175647 | 61,432 28,027 | 86,188
375,769 195,197 | 180,572 | 447,555 271,254 | 93,263 | 92,990 | 85001| 176,301 | 61,566 | 27,896 | 86,839
384,246 200,373 | 183,873 | 446,434 270,358 2,842 | 92,218 5298 | 176,076 | 61,986 | 27,903 | 86,187
383,109 200,206 | 182,903 | 446,221 | 270,229 | 93,124 | 92,707 | 84,398| 175992 | 61,718 | 28,072 | 86,202
385,959 203,274 | 182,685 | 449,332 | 271,604 | 93335| 93513 | 84,756| 177,728 | 62,222 | 28,584 | 86,922
387,360 | 204,068 | 183,292 | 449,992 | 273,273 | 94,022 3,997 | 85254 176,719| 61,707 | 28,590 | 86,422
394,485 | 210,500 | 183985 | 452,049 | 273,123 | 94.076 | 94:817| 84,230| 178926 | 63405 | 28,097 | 87.424
397,247 | 207,805 | 189,442 | 456,157 | 274,309 | 93,324 | 95514 | 85471| 181,848 | 63,671 | 29,466| 88,711
391,045] 208,362 | 182,683 | 454,016 | 273,012 | 93,462 | 94596 | 84,954| 181,004 63,552 | 28,390 | 89,062
394,896 | 209,008 | 185,888 | 457,914 | 275,685| 94,708 | 96,033 | 84,944 182229 | 63,726 | 28,601 | 89,902
394,480 206,474 | 188,006 | 462,308 | 278,885| 95,718| 97,824 | 85343 | 183,423 | 63,907 | 29,324 | 90,192
404,199 212,676 | 191,523 | 465,617 | 280,856 | 96,474 | 98749 | 85633 | 184,761 | 65284 | 28,491 | 90,986
403,835| 212,998 | 190,837 | 470,001 | 283,293| 97,106 | 99,686 | 86,501 | 186,708 | 65,129 | 29,924 | 91,655
403,287 | 210,220 | 193,067 | 473,717 | 286,383 | 98,643 | 100,188 | 87,552 | 187,334 | 65,380 | 29,968 | 91,986
406,519 | 214,555 | 191,964 | 476,356 | 288,246 | 99,878 | 99,572 | 88,796| 188,110 | 65,752 | 30,084 | 92,274
389,406 | 208,774 | 180,632 | 479,304 | 291,562 | 100,487 | 101,486 | 89,589 | 187,742 | 65,233 | 29,840 | 92,669
389,653 | 209,145 | 180,508 | 480,864 | 293,841 | 101,359 | 102,558 | 89,924 | 187,023 | 63,669 | 30,203 | 93,151
390,010 | 209.485| 180,525 | 481:944 | 294,599 | 101444 | 102,755 | 90,400 | 187.345| 63.978 | 30,273 | 93,094

1 Annual data are averages of monthly not seasonally adjusted figures.
2 Seasonally adjusted, end of period. Data beginning 1982 are not comparable with earlier data.

3 Effective in 2001, data classified based on North American Industry Classification System (NAICS).

ning 1992. Earlier data based on Standard Industrial Classification (SIC).

Data include semiconduct

ors.

Source: Department of Commerce, Bureau of the Census.
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TABLE B—59.—Manufacturers’ new and unfilled orders, 1967-20006
[Amounts in millions of dollars; monthly data seasonally adjusted]

New Unfilled Unfilled orders—shipments
orders! orders? ratio2
Duradble goods N

industries on-

Year or month dl':lruanb-le Durable dl’}‘roantﬁe Durable | durable

Total Capital g00ds Total ~ goods goods Total | ~goods goods

Total gr?ggs industries industries | ir dustries industries ”t‘ﬁgz

defense

47,067 25,803 | oo 21,265 | 103,711 99,735 3,976
50,657 28,051 6,314 22,606 | 108,377 | 104,393 3,984
53,990 29,876 7,046 24114 | 114341 110,161 4,180
52,022 27,340 6,072 24,682 | 105,008 | 100,412 4,596
55,921 29,905 6,682 26,016 | 105247 | 100,225 5,022
64,182 35,038 7,745 29,144 | 119,349 | 113,034 6,315
76,003 42,627 9,926 33,376 | 156,561 | 149,204 7,357
87,327 46,862 11,594 40,465 | 187,043 | 181,519 5,524
85,139 41,957 9,886 43,181 | 169,546 | 161,664 7,882

99,613 51,307 11,490 48,206 | 178,128 | 169,857 8271
115,109 61,035 13,681 54,073 | 202,024 | 193,323 8,701
131,629 72,278 17,588 59,351 | 259,169 | 248,281 10,888
147,604 79,483 21,154 68,121 | 303,593 | 291,321 12,272

156,359 79,392 21,135 76,967 | 327,416 | 315,202 12,214
168,025 83,654 21,806 84371 | 326,547 | 314,707 11,840
162,140 78,064 19,213 84,077 | 311,887 | 300,798 11,089
175,451 88,140 19,624 87,311 | 347,273 | 333114 14,159
192,879 100,164 23,669 92,715 | 373,529 | 359,651 13,878
195,706 102,356 24,545 93351 | 387,196 | 372,097 15,099
195,204 103,647 23,982 91,657 | 393,515 | 376,699 16,816
209,389 110,809 26,094 98,5679 | 430,426 | 408,688 21,738
228,270 122,076 31,108 106,194 | 474,154 | 452,150 22,004
239,672 126,055 32,988 113,516 | 508,849 | 487,098 21,751

244,507 125,583 33,331 118,924 | 531,131 | 509,124 22,007
238,805 119,849 30,471 118,957 | 519,199 | 495,802 23,397
248,212 126,308 31,524 121,905 | 492,893 | 469,381 23,512

IO ODHUDD U000 VIR DONIWD ~N~D

Wi WWWWWWWWWW WWWWWRARWWWW Www
—P0T SPREROUCWEAO OCURROOSHN— —WOd

450,885
246,668 128,672 425,834
266,641 143,803 434,942
285,542 154,137 447 475
297,282 162,399 488,842
314,986 174,377 513,057
317,345 178,327 496,160
329,770 187,674 505,543
346,789 193,881 549,630
326,435 174,786 511,662
322,242 172,507 478,479
325,067 171,578 473,758
350,672 183,398 495278
379,136 199,180 576,197
362,878 187,808 494,002
364,034 190,120 497,135
366,164 186,832 495,283
366,204 188,848 495,196
381,214 202,039 506,606
382,988 204,478 520,750
373,785 193,213 525,165
385,870 201,997 533,449
381,665 198,762 538,467
387,884 205,199 546,785
397,596 214,304 563,614
400,150 216,165 576,197
389,235 199,793 574,678
389,720 207,037 581,618
405,387 219,499 598,726
397,233 209,227 607,538
401,362 209,839 611,736
407,504 216,667 622,040
403,628 210,561 629,253
402,609 210,645 632,139
409,612 228,980 658,275
390,989 210,481 667,270
394,339 213,814 678,593

Annual data are averages of monthly not seasonally adjusted figures. . . ) )
2Unfilled orders are seasonally adjusted, end of period. Ratios are unfilled orders at end of period to shipments for period (excludes indus-
tries with no unfilled orders). Annual ratios relate to seasonally adjusted data for December. ) . )
3Effective in 2001, data classified based on North American Industry Classification System (NAICS). Data on NAICS basis available begin-
ning 1992. Earlier data based on the Standard Industrial Classification (SIC). )
Data on SIC basis include semiconductors. Data on NAICS basis do not include semiconductors.
Note.—For data beginning 1992 on NAICS basis, since there are no unfilled orders for manufacturers’ nondurable goods, manufacturers’
nondurable new orders and nondurable shipments are the same (see Table B-58).

Source: Department of Commerce, Bureau of the Census.
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PRICES

TABLE B—60.—Consumer price indexes for major expenditure classes, 1959-20006
[For all urban consumers; 1982-84=100, except as noted]

Food and
Trans- Other
p beverages . Enter- Educa-
Year or month Allutgms Apparel Hous put Medical tain- Re_cre;a tion and goods Eneg
(CPI-U) ing ta care | pont | tion communi- and gy
Total! | Food tion cation? | Services
219
224
225
226
226
22.5
229
233
35.1 23.8
36.9 24.2
38.7 24.8
40.9 25.5
429 26.5
447 21.2
46.4 29.4
49.8 38.1
53.9 12.1
57.0 451
60.4 194
64.3 52.5
68.9 65.7
75.2 86.0
82.6 97.7
911 99.2
101.1 99.9
107.9] 100.9
1145 101.6
1214 88.2
1285 88.6
137.0 89.3
147.7 94.3
159.0f| 102.1
17161 102.5
183.3 1 103.0
19291 104.2
19851 104.6
206.9|| 1052
21541 1101
2248 1115
237.71| 1029
258.3|| 106.6
2711 1246
282.6|| 1293
2932 1217
298.7|| 1365
3047 1514
3134 1771
32171 196.9
309.3( 1519
3108 155.2
311.2|| 1608
3116 1709
3125 1694
3125 1714
3141 1785
3144\ 186.6
315.0( 208.0
31531 2043
316.2|| 1876
317.3|| 180.0
2006:Jan 318.2|| 1895
Feb 319.1\ 186.4
Mar 320.0|| 1886
Apr 320.0|| 201.4
May .. 320.2|| 2093
June .. 3215 2113
July 3212 2151
Aug 321.7| 2147
Sept .. 323.3| 199.1
Oct 324.3|| 1813
Nov 3243\ 1804
Dec ... 326.7|| 1852

Hncludes alcoholic beverages, not shown separately.

2December 1997=100

3 Household fuels—gaé (piped), electricity, fuel oil, etc.—and motor fuel. Motor oil, coolant, etc. also included through 1982.
Note.—Data beginning 1983 incorporate a rental equivalence measure for homeowners’ costs.

Series reflect changes in composition and renaming beginning in 1998, and formula and methodology changes beginning in 1999.

Source: Department of Labor, Bureau of Labor Statistics.
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TABLE B—61.—Consumer price indexes for selected expenditure classes, 1959-2006
[For all urban consumers; 1982-84=100, except as noted]

Food and beverages Housing
Food Shelter Fuels and utilities
Owners’ Fuels Furnish-
Year or D ;
month 1 Rent of | AUV ings
Total At | Away | Total rimary | 1ent rent Fuel | Gas and
Total | ot | from Total2 presi-y of pri- | Total2 oil | (piped) | opera-
home dence mary Total | and and tions
resi- other | elec-
dence3 fuels | tricity
24.7 2R —
25.2 233
25.4 235
25.8 235
26.1 235
26.5 235
21.0 235
21.8 236
28.8 237
30.1 239
326 243
35.5 254
37.0 27.1
38.7 28.5
40.5 29.9
444 34.5
48.8 40.1
51.5 447
54.9 50.5
60.5 55.0
68.9 61.0
81.0 714
90.5 81.9
96.9 93.2
99.1 101.5
104.0 105.4
109.8 107.1
115.8 105.7
1213 103.8
127.1 104.6
132.8 107.5
140.0 109.3
146.3 112.6
151.2 114.8
155.7 118.5
160.5 119.2
165.7 119.2
171.0 122.1
176.3 125.1
182.1 121.2
1873 120.9
193.4 128.0
200.6 142.4
208.1 134.4
2131 145.0
218.8 150.6
2244 166.5
2321 182.1
221.0 154.3
2225 152.9
224.4 152.7
2244 155.9
224.0 158.7
224.5 165.6
225.6 168.1
225.6 169.6
224.4 176.4
225.7 180.7
2254 183.4
. 225.6 180.0
2006: Jan ... 1945| 194.1| 193.4| 196.6| 200.0| 226.8 188.1
Feb 194.4| 194.0| 192.6| 197.2| 200.5| 2283 182.8
Mar 1945| 194.0| 192.3| 197.6| 201.3| 2299 179.9
Apr 194.2| 1937| 191.5| 198.0| 201.7| 230.7 177.7
May 194.7| 1942| 191.9| 1987| 202.2| 2312 178.8
June 195.1| 1945| 192.2| 199.2| 203.7| 2322 185.6
July 195.6| 1950 192.6| 199.7| 204.7| 2336 186.2
Aug 196.0| 1955| 193.1| 200.2| 205.1| 2342 186.4
Sept 196.7| 196.2| 194.1| 200.5| 205.0| 2339 187.4
Oct 197.5| 197.1| 1951 | 201.1| 204.4| 2348 176.4
Nov 197.2| 196.8| 194.3| 201.6| 2045| 2349 177.0
Dec ... 197.4| 197.0| 194.3| 2022| 204.8| 2351 179.0

Tncludes alcoholic beverages, not shown separately.
2|ncludes other items, not shown separately.
3 December 1982=100.

See next page for continuation of table.
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TABLE B—61.—Consumer price indexes for selected expenditure classes, 1959-2006—Continued
[For all urban consumers; 1982-84=100, except as noted]

Transportation Medical care

Private transportation

Motor Public Medical

Year or month New vehicles Used vehicle | trans- care | Medical
Total p Total care
Total2 cars Motor | mainte- | porta- COMm- | o rvices
N ama fuel nange tion modities
2 ew trucks and
Total cars repair

2006: Jan ...

1759 1721 | 1393 | 1377 1393 | 199.2 2112 1 2199| 3295 282.0 3429
Feb 1758 | 1719 | 1393 | 1375 1395 1981 2129 | 2213| 3321 283.1 346.1
Mar 1774 1735| 1388 | 1369 140.0 | 2058 21341 2226| 3338 284.3 348.0
Apr 184.1 180.4 | 1384 | 136.5 1404 | 2354 2139 | 2253 | 3347 285.3 348.8
May 1876 | 183.9| 1377 | 136.2 140.9 | 2509 2149 | 229.2| 3356 286.3 349.7
June 1873 | 183.2| 137.2| 1358 1415 | 2484 2155 | 2343 | 336.0 286.3 350.3
July 189.0 | 1849 | 1369 | 1356 142.1 | 2556 216.7 | 2374 337.0 287.1 351.2
Aug 1885 | 1845 | 1364 | 1354 1424 | 2544 216.2 | 2343 | 3377 287.6 352.1
Sept 1806 | 1765 | 1363 | 1357 141.0 | 2201 217.0 | 2295| 3383 288.1 352.7
Oct 1748 | 1707 | 136.8 | 1363 1393 | 1938 2185 | 2269| 3393 288.1 354.0
Nov 1739 170.0 | 136.8 | 136.6 137.3 | 1914 2185 | 2204 | 3401 286.6 355.6

Dec ...

Source: Department of Labor, Bureau of Labor Statistics.
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TABLE B—62.—Consumer price indexes for commodities, services, and special groups, 1960—-2006
[For all urban consumers; 1982-84=100, except as noted]

Commodities Services Special indexes All items
: All
All Com- Services ; : CPI-U- | CPI-U- | C-CPI-
Year or month items All modi- Al less ité\#]s ité\#]s |t|§;nss Alllétsesms X1 RS U]
(CPI-U) | com- ties services medical less less food | medical (Dec. | (Dec. | (Dec.
modities | less care food | ener and care 1982= | 1977=|1999=
food services & ener 97.6)1 | 100)2 | 100)3
gy

29.6 336 36.0 24.1 25.0 29.7 304|306 30.2

29.9 338 36.1 245 25.4 300 307 31.0 305

30.2 34.1 36.3 25.0 25.9 303 311 314 30.8

30.6 344 36.6 255 26.3 30.7 315 318 311

31.0 34.8 36.9 26.0 26.8 311 320 323 315

315 35.2 37.2 26.6 274 36| 325 327 32.0

324 36.1 37.7 21.6 28.3 323 335| 335 33.0

334 36.8 38.6 28.8 29.3 334 344) 347 337

34.8 38.1 40.0 303 30.8 349|359 36.3 35.1

36.7 399| 417 324 329 368 380| 384 37.0

38.8 417 434 35.0 35.6 39.0| 403| 408 39.2

40.5 432| 451 37.0 37.5 408| 420 427 40.8

41.8 445 461 384 38.9 420 434) 440 42.1

444 478 4717 40.1 40.6 437 461 45.6 448

493 53.5 52.8 438 443 480 506| 494 49.8

53.8 58.2 57.6 48.0 483 525] 551 53.9 54.3

56.9 60.7 60.5 52.0 52.2 56.0| 582 57.4 57.2

60.6 64.2 63.8 56.0 55.9 596 619 61.0 60.8

65.2 68.8 67.5 60.8 60.7 63.9| 66.7 65.5 65.4

72.6 76.6 753 67.5 67.5 7121 734 719 729

82.4 86.0| 857 71.9 78.2 815 819 80.8 82.8

90.9 93.2 93.1 88.1 88.7 904 901 89.2 91.4

96.5 97.0 96.9 96.0 96.4 96.3 96.1 95.8 96.8

99.6 99.8| 100.0 99.4 99.2 99.7 996| 99.6 99.6

103.9 103.2| 103.1| 104.6 10441 1040 104.3| 104.6 103.7

107.6 1054 1052 109.9 1096( 108.0( 108.4| 109.1 107.2

109.6 10441 101.7| 1154 1146 109.8| 1126| 1135 108.8

113.6 107.7| 104.3| 1202 119.11 113.6| 117.2| 1182 112.6

118.3 1115 107.7| 1257 1243 1183| 1223| 1234 117.0

124.0 116.7| 112.0| 1319 130.11 123.7| 128.1| 129.0 1224

130.7 1228 1174| 1392 136.8| 130.3| 134.7| 1355 128.8

136.2 126.6| 121.3| 1463 1433 136.1| 140.9| 142.1 133.8

140.3 129.1 1242| 152.0 14841 140.8| 1454| 1473 137.5

1445 1315 126.3| 157.9 1536 145.1| 150.0| 152.2 1412

148.2 133.8| 127.9| 1631 1584 149.0 154.1| 156.5 1447

152.4 136.4| 129.8| 168.7 163.5( 153.1| 158.7| 161.2 148.6

156.9 139.9| 1326 1741 168.7( 157.5| 163.1| 165.6 152.8

160.5 1418 1334 1794 1739 161.1| 167.1| 169.5 156.3

163.0 1419| 132.0| 184.2 17841 1634| 1709| 1734 158.6

166.6 1444| 1340| 1888 182.7| 167.0 1744| 177.0 162.0
172.2 14921 1392 1953 18891 173.0( 1786| 181.3 167.3 . . .
177.1 150.7| 138.9| 2034 196.6( 177.8| 183.5| 186.1 1719 . . .
179.9 149.7| 136.0 209.8 202.51 180.5| 187.7| 1905 1743 . . .
184.0 1512 1365| 2165 208.7( 184.7| 190.6| 1932 178.1 X . 07.8
188.9 1547| 138.8| 222.8 21451 189.4| 1944 196.6 182.71| 1889 275.1| 110.5
195.3 160.2| 1445 230.1 22121 196.0| 198.7| 200.9 188.7(| 1953| 284.3| 1136
201.6 164.0| 148.0| 2389 2296 202.7| 203.7| 2059 1947|| 201.6| 293.5| 116.9
190.7 15541 138.6| 225.6 217.01 190.9| 196.4| 1984 184.2|| 190.7| 277.6| 1114
191.8 156.5| 140.2| 226.8 21801 1923| 197.3| 1995 185.3(| 191.8| 279.3| 112.0
Mar 193.3 1582 | 142.5| 228.0 219.21 194.0| 1983| 200.7 186.8|| 193.3| 281.4| 112.7
Apr 194.6 160.3| 144.9| 2286 219.71 1953| 1986| 2009 188.1(| 194.6| 283.3| 1133
May 194.4 159.8| 144.0| 22838 2199 1951| 1986| 200.8 187.9(| 1944 283.1| 1133
June 194.5 1589 | 142.8| 229.8 22091 1952 1985| 200.6 187.9(| 1945| 283.2| 1133
195.4 159.5| 143.5( 2309 222.0( 196.1| 198.7| 200.8 188.8(| 1954 284.5| 113.6
196.4 161.1| 1457 2313 22250 197.3| 1989| 201.0 189.8|| 196.4| 285.9| 114.0
198.8 165.6| 151.8| 2317 222.81 200.0| 199.2| 2013 19231 198.8| 289.4| 115.1
0 199.2 165.1| 150.8| 233.0 22411 2004| 200.1| 2023 1926 199.2| 290.1| 1154
Nov 197.6 161.5| 1456| 2335 22441 1985 200.2| 2023 190.9(| 197.6| 287.8| 114.8
Dec 196.8 160.0| 143.3| 2332 22420 1974 200.1| 2021 190.0(| 196.8| 286.5| 114.4
2006:Jan 198.3 1613 | 1447 2349 22591 199.0| 200.8| 2026 1916 1983| 288.7| 115.1
Feb 198.7 16141 1449| 2357 226.51 199.5| 201.6| 203.6 19191 198.7| 289.3| 1154
Mar 199.8 162.8| 146.8| 236.6 227.31 200.8| 202.6| 2049 19301 199.8| 290.9| 116.1
Apr 201.5 165.5| 150.6| 237.1 22781 202.8| 203.0| 2055 194711 201.5| 293.3| 116.8
May .. 202.5 166.9| 152.3| 237.7 228411 203.9| 2033| 2057 19561 202.5| 294.8| 117.2
June .. 202.9 166.3| 151.3| 239.2 22991 2043| 2036| 2059 196111 202.9| 2954| 117.5
July 203.5 166.4| 151.3| 240.2 231.01 204.9| 2039| 206.2 196.6(| 203.5| 296.3| 117.6
Aug 203.9 166.6| 151.4| 2409 2316 2054| 2044| 206.7 197.11| 203.9| 296.8| 117.9
Sept .. 202.9 164.4| 148.0| 2411 23181 204.1| 2049| 207.2 196.0(| 2029| 2954| 117.6
Oct 201.8 162.5| 1451 2409 23151 202.6| 2056| 207.8 194911 201.8| 293.8| 117.2
Nov 201.5 161.8| 1443 | 2409 23151 202.3| 2053| 2076 19451 201.5| 293.3| 117.0
Dec ... 201.8 162.1| 1447 2412 23171 202.6| 205.1| 2073 1948 201.8| 293.8| 117.1

LCPI-U-X1 is a rental equivalence approach to homeowners’ costs for the CPI-U for years prior to 1983, the first year for which the official
index incorporates such a measure. CPI-U-X1 is rebased to the December 1982 value of the CPI-U (1982-84=100) and is identical with CPI-U
Data prior to 1967 estimated by moving the series at the same rate as the CPI-U for each year.
2(PI research series using current methods (CPI-U-RS) introduced in June 1999. Data for 2006 are preliminary. All data are subject to re-

data from December 1982 forward.

vision annually.

3 Chained consumer price index introduced in August 2002. Data for 2005 and 2006 are subject to revision.
Source: Department of Labor, Bureau of Labor Statistics.
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Changes in special consumer price indexes, 1960-20006

TABLE B-63.

[For all urban consumers; percent change]
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1Changes from December to December are based on unadjusted indexes.

Source: Department of Labor, Bureau of Labor Statistics.
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[For all urban consumers: percent change]

Changes in consumer price indexes for commodities and services, 1929
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TABLE B—64.

Year

1929 i
1933

1939 ..

etc., also included through 1982.

gas (piped), electricity, fuel oil, etc.,—and motor fuel. Motor oil, coolant,
Source: Department of Labor, Bureau of Labor Statistics.
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1Changes from December to December are based on unadjusted indexes.

2Commodities and services.

3Household fuels




TABLE B—65.—Producer price indexes by stage of processing, 1959-20006

[1982=100]

Finished goods

Consumer foods

Finished goods excluding consumer foods

Total
Year or month Total =
finished Consumer goods cfolﬂlssuhme(ejr
goods | Total | Crude | Proc- Total Capital g00ds
essed Total | Durable duNrUanb-Ie equipment

1959 439 28.2 32.7 333
1960 43.8 284 32.8 33.6
1961 43.6 284 329 336
1962 434 284 33.0 33.7
1963 43.1 28.5 331 335
1964 433 284 334 33.6
1965 43.2 28.8 33.8 34.2
1966 434 29.3 34.6 354
1967 441 30.0 358 356
1968 451 306 37.0 36.5
1969 459 315 383 379
1970 47.2 325 40.1 39.1
1971 18.9 335 a1.7 40.2
1972 50.0 341 428 41.5
1973 50.9 36.1 442 46.0
1974 55.5 240 50.5 53.1
1975 61.0 13.9 58.2 58.2
1976 63.7 524 62.1 60.4
1977 67.4 56.8 66.1 64.3
1978 73.6 60.0 713 69.4
1979 80.8 69.3 715 715
1980 91.0 85.1 85.8 88.6
1981 96.4 95.8 94.6 96.6
1982 100.0 100.0 100.0 100.0
1983 102.8 100.5 102.8 101.3
1984 104.5 101.1 105.2 103.3
1985 106.5 101.7 107.5 103.8
1986 108.9 93.3 109.7 1014
1987 1115 94.9 1117 103.6
1988 113.8 97.3 114.3 106.2
1989 117.6 103.8 118.8 112.1
1990 120.4 1115 122.9 118.2
1991 123.9 115.0 126.7 120.5
1992 125.7 117.3 129.1 1217
1993 128.0 117.6 131.4 123.0
1994 130.9 116.2 134.1 1233
1995 132.7 1188 136.7 125.6
1996 134.2 1233 138.3 129.5
1997 133.7 124.3 138.2 130.2
1998 132.9 122.2 137.6 128.9
1999 133.0 1279 137.6 132.0
2000 133.9 138.7 138.8 138.2
2001 134.0 142.8 139.7 1415
2002 133.0 139.8 139.1 139.4
2003 133.1 1484 139.5 145.3
2004 135.0 156.6 1414 151.7
2005 136.6 172.0 144.6 160.4
2006 136.8 182.6 146.8 165.9
2005:Jan 137.8 160.7 144.1 154.8
Feb 137.0 1624 143.9 155.7

Mar 137.0 165.7 144.2 157.6

Apr 136.9 167.9 1445 158.7

May 136.8 167.4 144.7 158.5

June 135.6 168.7 144.2 158.6

July 135.8 1726 144.4 160.2

Aug 1354 1754 144.4 1614

Sept 135.5 1815 1445 164.9

Oct 138.0 184.9 145.9 167.1

Nov 137.1 178.0 1455 163.7

Dec 136.6 178.7 145.3 164.2
2006:Jan 137.3 1817 1458 165.7
Feb 137.5 177.9 146.2 163.0

Mar 137.4 180.6 146.4 164.5

Apr 137.1 184.7 146.6 166.5

May 137.1 186.5 146.7 167.2

June 136.7 187.2 146.7 168.0

July 134.1 188.8 1458 168.3

Aug! 135.1 188.4 146.4 168.8

Sept 1354 181.8 146.6 165.9

Oct 135.9 176.8 146.8 163.3

Nov 139.0 177.8 148.7 164.4

Dec ... 138.8 178.6 148.7 165.5

1Data have been revised through August 2006; data are subject to revision 4 months after date of original publication.

See next page for continuation of table.
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TABLE B—65.—Producer price indexes by stage of processing, 1959-2006—Continued

[1982=100]
Intermediate materials, supplies, and components Crude materials for further processing
Materials and Proc- Food- Other
Year or Foods components essed stuffs
month Total ) Other For For fgﬁ‘ljs taciagrs Supplies | Total | and
feeds manufac- | construc- | lubri- gteSfdfs Total | Fuel | Other
turing tion cants
329| 162 33.0 335 | 311 28.1
327 | 166 334 333 | 304 26.9
322| 168 33.2 337 | 302 21.2
32.1| 167 33.6 345 305 21.1
322| 166 332 350 | 299 26.7
325| 162 32.9 347 | 296 21.2
328 | 165 335 350 | 311 21.7
336| 168 34.5 36.5 | 331 28.3
340| 169 35.0 36.8 | 313 26.5
357 | 165 35.9 371 318 27.1
37.7| 166 37.2 378 | 339 28.4
383 | 177 39.0 397 | 352 29.1
408 | 195 40.8 408 | 36.0 29.4
430 201 427 425 399 32.3
465 | 222 452 51.7 | 545 429
55.0 | 336 53.3 56.8 | 614 54.5
60.1 | 394 60.0 618 | 616 50.0
64.1| 423 63.1 65.8 | 634 54.9
69.3 | 47.7 65.9 69.3 | 655 56.3
765 | 499 710 729 | 734 61.9
842 | 616 79.4 80.2 | 859 75.5
913 | 85.0 89.1 899 | 953 91.8
97.9 | 100.6 96.7 96.9 | 103.0 109.8
100.0 | 100.0 | 100.0 100.0 | 100.0 100.0
102.8 | 954 | 1004 101.8 | 101.3 98.8
105.6 | 95.7 | 1059 104.1 | 103.5 101.0
107.3 | 92.8 | 109.0 1044 | 958 94.3
108.1 | 727| 1103 105.6 | 87.7 76.0
109.8 | 733 | 1145 107.7 | 93.7 88.5
116.1 | 712 1201 113.7 | 96.0 85.9
1213 | 764 | 1254 118.1 | 103.1 95.8
1229 | 859 | 1277 119.4 | 108.9 107.3
1245 | 853 | 1281 1214 | 101.2 97.5
1265 | 845 | 1277 122.7 | 100.4 94.2
1320 | 847| 1264 125.0 | 102.4 94.1
136.6 | 831 | 1297 127.0 | 101.8 97.0
142.1 | 842| 1488 132.1 | 102.7 105.8
1436 | 90.0 | 1411 1359 | 113.8 105.7
1465 | 89.3 | 136.0 1359 | 111.1 103.5
146.8 | 81.1| 1408 1348 | 96.8 84.5
1489 | 846 | 1425 1342 | 982 91.1
150.7 | 102.0 | 1516 136.9 | 120.6 118.0
150.6 | 1045 | 153.1 138.7 | 121.0 101.5
1513 | 963 | 1521 138.9 | 108.1 101.0
153.6 | 1126 | 1537 1415 | 1353 116.9
166.4 | 1243 | 1593 146.7 | 159.0 149.2
176.6 | 150.0 | 167.1 151.9 | 182.2 176.7
188.4 | 162.7 | 175.0 157.1 | 185.4 210.0
173.1 | 1295 | 1655 149.6 | 163.0 160.3
174.7 | 1309 | 166.1 150.0 | 162.5 161.4
175.1 | 136.0 | 166.9 150.7 | 170.4 172.8
1754 | 1415 | 1675 151.1 | 175.0 170.6
175.0 | 139.5| 167.3 151.4 | 170.6 166.1
1755 | 1429 | 1674 151.7 | 167.0 169.3
175.7 | 1493 | 166.8 152.0 | 175.4 171.71
1754 | 1534 | 166.8 152.2 | 181.8 187.8
177.0 | 166.9 | 166.1 152.5 | 200.2 191.9
179.2 | 180.5| 166.8 153.6 | 211.6 189.7
180.8 | 166.5 | 1683 153.8 | 208.5 183.5
181.7 | 162.6 | 169.9 154.1 | 200.6 189.6
184.2 | 167.2 | 1705 155.3 | 199.0 195.0
185.0 | 160.1 | 171.2 155.6 | 182.9 192.1
185.5 | 160.0 | 173.1 155.9 | 178.4 197.7
186.7 | 1656 | 17238 156.2 | 183.0 2138
188.2 | 167.4 | 1733 156.5 | 186.9 2254
189.2 | 1694 | 1763 156.8 | 181.6 221.0
190.2 | 169.2 | 176.6 157.2 | 186.2 230.9
190.7 | 1715 | 1771 157.5 | 191.1 2254
1914 | 1614 | 1768 157.8 | 184.6 211.2
190.8 | 150.5 | 177.3 158.4 | 165.1 200.6
189.8 | 1541 | 177.2 159.0 | 190.8 200.8
189.6 | 155.7 | 1773 159.4 | 195.8 205.7

2|ntermediate materials for food manufacturing and feeds.
Source: Department of Labor, Bureau of Labor Statistics.
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TABLE B—66.—Producer price indexes by stage of processing, special groups, 1974-2006

[1982=100]
Finished Intermediate materials, supplies, Crude materials for further
goods and components processing
Excluding foods and
energy
Con- Food-
Year or month sumer stuffs
Total | Foods | Energy Canital goods Energy | Other | Total an Energy | Other
eqﬁip- exclud- f{zefd{
ing stuffs
ment | foods
and
energy
64.4| 262 50.5 55.5 33.1| 540| 614| 764| 278| 833
69.8| 307 58.2 60.6 387| 602 616 774| 333| 693
696| 343 62.1 63.7 415| 638 634| 768| 353| 802
7133|397 66.1 67.3 468| 676| 655 775 404| 798
799| 423 713 72.2 491 725| 734| 83| 452| 818
873 571 71.5 78.8 61.1| 80.7| 859| 100.0| 549] 106.2
924| 852 85.8 87.8 849 90.3| 953| 1046| 73.1] 1131
97.8| 1015 94.6 94.6 100.5| 97.7| 103.0f 1039| 97.7| 111.7
100.0| 100.0 100.0 100.0 100.0| 100.0| 100.0| 100.0| 100.0| 100.0
101.0| 952 102.8 103.1 95.3| 101.6| 101.3| 101.8| 987 105.3
1054| 912 105.2 105.7 95.5| 104.7| 103.5| 1047| 98.0| 111.7
1046| 876 107.5 108.4 926| 1052| 958| 948| 933 104.9
107.3|  63.0 109.7 111.1 726| 1049| 877 932| 718 103.1
109.5| 618 1117 114.2 73.0| 107.8| 937 96.2| 750] 1157
1126| 598 114.3 1185 709| 1152| 96.0 106.1| 67.7] 133.0
1187 657 118.8 124.0 76.1| 120.2| 103.1| 111.2| 759] 1379
12441 750 122.9 128.8 85.5| 1209| 1089| 113.1| 859] 136.3
1241 781 126.7 133.7 85.1| 121.4| 101.2| 1055| 80.4| 128.2
1233 718 129.1 137.3 843 122.0| 100.4| 105.1| 788 1284
1257 780 131.4 138.5 846| 1238| 1024| 1084| 76.7| 140.2
1268| 77.0 134.1 139.0 83.0| 127.1| 101.8| 106.5| 72.1| 156.2
129.0) 781 136.7 141.9 84.1| 1352| 102.7| 105.8| 69.4| 173.6
1336| 832 138.3 144.3 89.8| 134.0| 113.8| 1215| 850/ 155.8
1345| 834 138.2 145.1 89.0| 1342| 111.1| 1122| 87.3]| 156.5
1343 751 137.6 147.7 80.8| 1335| 96.8| 1039| 686/ 142.1
1351 788 137.6 151.7 843 1331 982 987| 785] 1352
1372 941 138.8 154.0 101.7| 136.6| 120.6| 100.2| 122.1| 1452
1413|  96.7 139.7 156.9 104.1| 1364 121.0| 106.1| 122.3| 130.7
140.1| 888 139.1 157.6 95.9| 1358| 108.1| 99.5| 102.0| 1357
1459| 102.0 139.5 157.9 1119| 1385| 1353| 1135| 147.2| 152.5
152.7| 113.0 1414 160.3 1232| 146.5| 159.0| 127.0| 174.6| 193.0
155.7| 1326 144.6 164.3 149.2| 1546 182.2| 122.7| 234.0| 202.4
156.7| 1459 146.8 166.6 162.6| 163.9| 1854 | 1193| 228.5| 2445
154.2| 1164 144.1 163.8 129.0| 152.3| 163.0| 123.8| 183.9| 203.3
155.4| 1186 143.9 163.7 130.0| 153.1| 162.5| 121.5| 186.6| 200.2
156.3| 1238 144.2 163.7 1349| 153.8| 170.4| 127.7| 199.7| 199.9
156.3| 126.9 144.5 164.0 139.8| 153.9| 175.0| 1249| 212.6| 204.0
156.7| 1255 1447 164.3 1385| 153.5| 170.6| 126.2| 203.1| 196.9
155.5| 1274 144.2 163.8 142.3| 153.3| 167.0| 122.0| 202.1| 188.9
154.4| 1332 144.4 164.2 148.7| 153.5| 1754| 120.9| 224.0| 190.2
154.0| 137.3 1444 164.1 153.0| 153.3| 181.8| 119.6| 237.5| 200.1
155.8| 147.0 144.5 164.2 166.6| 1549| 200.2| 120.9| 278.2| 210.2
155.8| 152.3 145.9 165.4 180.1| 157.1| 211.6| 120.8| 308.6| 206.4
156.3| 140.9 145.5 165.3 165.8| 157.7| 208.5| 120.9| 298.0| 212.8
157.5| 1419 145.3 165.1 162.1| 1583 | 200.6| 123.4| 274.0| 215.6
157.1| 1457 1458 166.0 166.5| 159.7| 199.0| 119.3| 274.5] 216.1
153.8| 139.1 146.2 166.5 160.5| 160.3| 182.9| 116.6| 233.6| 224.0
15441 1431 146.4 166.7 160.4| 161.0| 178.4| 114.2| 223.6| 227.7
154.8| 149.6 146.6 166.5 165.9| 162.0| 183.0| 113.1| 231.6| 2394
154.2| 1519 146.7 166.9 168.1| 163.7| 186.9| 112.7| 233.5| 259.5
156.1] 153.1 146.7 166.6 169.9| 164.7| 181.6| 1169| 216.9| 2554
156.4| 1554 1458 165.4 169.3| 1656 186.2| 1188| 224.7| 259.3
158.3| 155.0 146.4 165.8 1709| 166.2| 191.1| 119.3| 240.2| 250.9
159.3| 1443 146.6 166.1 160.3| 166.4| 184.6| 121.0| 221.4| 251.6
158.1| 136.4 146.8 166.4 150.3| 166.3| 165.1| 1249| 169.4| 247.9
157.6| 138.0 148.7 168.0 154.1| 1658| 190.8| 127.4| 230.1| 250.5
160.4| 139.0 148.7 168.1 155.0| 165.7| 1958| 127.0| 242.8| 251.7

!Intermediate materials for food manufacturing and feeds
2Data have been revised through August 2006; data are s

Source: Department of Labor, Bureau of Labor Statistics.
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TABLE B—G7.—Producer price indexes for major commodity groups, 1959-2006

[1982=100]
Farm products and processed Industrial
foods and feeds commodities
Hides
: ol Fuels and
Year or month Textile skins, ;
Processed ' related Chemicals
Total Farm foods and Total products leather, products and allied
products feeds and and and roducts!
apparel | related Ao P
products P

1959 37.6 40.2 35.6 30.5 18.1 359 13.7 348
1960 31.7 40.1 35.6 30.5 48.6 34.6 13.9 348
1961 37.7 39.7 36.2 304 47.8 349 14.0 34.5
1962 38.1 404 36.5 304 48.2 353 14.0 339
1963 37.7 39.6 36.8 30.3 48.2 343 13.9 335
1964 37.5 39.0 36.7 30.5 48.5 344 13.5 33.6
1965 39.0 40.7 38.0 30.9 43.8 359 13.8 339
1966 41.6 437 40.2 31.5 43.9 39.4 14.1 34.0
1967 40.2 413 39.8 32.0 43.9 38.1 14.4 34.2
1968 411 423 40.6 32.8 50.7 39.3 14.3 341
1969 434 45.0 42.7 339 51.8 41.5 14.6 34.2
1970 449 458 44.6 352 524 42.0 15.3 35.0
1971 458 46.6 455 36.5 533 134 16.6 35.6
1972 49.2 51.6 18.0 37.8 55.5 50.0 17.1 35.6
1973 63.9 72.7 58.9 403 60.5 54.5 19.4 376
1974 713 714 68.0 49.2 68.0 55.2 30.1 50.2
1975 74.0 71.0 72.6 54.9 67.4 56.5 354 62.0
1976 73.6 78.8 70.8 58.4 724 63.9 38.3 64.0
1977 75.9 79.4 74.0 62.5 753 68.3 43.6 65.9
1978 83.0 87.7 80.6 67.0 78.1 76.1 16.5 68.0
1979 923 99.6 88.5 75.7 82.5 96.1 58.9 76.0
1980 98.3 102.9 95.9 88.0 89.7 94.7 82.8 89.0

1981 101.1 105.2 98.9 97.4 97.6 100.2
1982 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0
1983 102.0 102.4 101.8 101.1 100.3 103.2 95.9 100.3
1984 105.5 105.5 105.4 103.3 102.7 109.0 948 102.9
1985 100.7 95.1 103.5 103.7 102.9 108.9 91.4 103.7
1986 101.2 92.9 105.4 100.0 103.2 113.0 69.8 102.6
1987 103.7 95.5 107.9 102.6 105.1 120.4 70.2 106.4
1988 110.0 104.9 112.7 106.3 109.2 1314 66.7 116.3
1989 1154 110.9 117.8 111.6 112.3 136.3 729 123.0
1990 118.6 112.2 121.9 115.8 115.0 1417 823 1236
1991 116.4 105.7 1219 116.5 116.3 1389 81.2 125.6
1992 115.9 103.6 122.1 117.4 117.8 140.4 80.4 1259
1993 1184 107.1 124.0 119.0 118.0 1437 80.0 128.2
1994 119.1 106.3 125.5 120.7 118.3 148.5 778 132.1
1995 120.5 107.4 127.0 125.5 120.8 153.7 78.0 142.5
1996 129.7 122.4 133.3 127.3 122.4 150.5 85.8 142.1
1997 127.0 112.9 134.0 127.7 122.6 154.2 86.1 1436
1998 122.7 104.6 131.6 124.8 122.9 148.0 753 1439
1999 120.3 98.4 131.1 126.5 1211 146.0 80.5 1442
2000 122.0 99.5 133.1 134.8 1214 151.5 103.5 151.0
2001 126.2 103.8 137.3 135.7 121.3 158.4 105.3 151.8
2002 123.9 99.0 136.2 132.4 119.9 157.6 932 151.9
2003 132.8 1115 1434 139.1 119.8 162.3 112.9 161.8
2004 142.0 123.3 151.2 147.6 121.0 164.5 126.9 1744
2005 141.3 1185 153.1 160.2 122.8 165.4 156.4 192.0
2006 141.2 117.0 153.9 168.9 124.5 168.3 166.9 206.2
2005:Jan ... 140.6 118.8 151.8 152.7 122.1 165.3 132.3 185.5
Feb 140.5 117.6 152.3 153.6 122.1 165.5 134.2 186.4
Mar 143.0 123.0 153.4 155.6 122.3 165.6 140.9 188.9
Apr 142.2 120.7 153.3 157.2 122.5 164.8 146.5 189.0
May 143.1 121.5 154.3 156.3 122.6 164.8 1437 188.4
141.3 118.3 153.2 156.6 122.8 165.7 146.0 187.2
140.4 116.3 153.0 159.1 122.7 165.8 154.8 189.3
139.6 114.5 152.7 160.8 122.8 165.6 160.7 189.9
140.7 116.8 153.1 166.0 123.3 165.3 177.6 194.9
140.8 115.7 153.9 170.6 123.3 165.3 190.7 202.3
141.0 117.5 153.2 167.6 1234 165.4 1774 201.4
142.4 121.1 153.5 166.5 1234 165.0 172.1 201.3
141.2 117.4 153.6 168.3 123.8 164.9 175.6 203.7
138.6 111.9 152.6 165.7 1241 165.6 163.5 203.4
138.3 111.0 152.6 166.3 124.2 166.6 163.8 203.4
138.1 111.3 152.2 168.8 124.2 167.8 170.5 203.1
137.8 109.8 152.5 170.6 124.5 168.3 172.9 205.7
140.1 113.8 153.8 170.6 124.5 168.8 171.5 207.9
141.1 115.5 154.4 1713 124.6 169.0 1734 208.3
1417 1185 153.7 172.4 124.7 169.1 176.6 209.8
142.7 119.8 154.7 169.3 125.0 168.9 163.9 208.0
143.5 123.1 154.1 165.2 125.0 169.4 147.7 208.1
144.8 124.3 155.5 168.6 125.0 170.2 160.1 206.2
146.5 127.1 156.6 169.4 1247 171.2 163.0 206.7

LPrices for some items in this grouping are lagged and refer to 1 month earlier than the index month.
2Data have been revised through August 2006; data are subject to revision 4 months after date of original publication.

See next page for continuation of table.
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TABLE B—67.—Producer price indexes for major commodity groups, 1959-2006—Continued

[1982=100]
Industrial commodities—Continued
Transportation

Rubber | Lumber | PUP | petal Furnit N eauipment Miscel

ubber umber ! etals ! urniture on- iscel-

Year or month and and | PABEL ) Tang Macahn|gery an metallic Motor | laneous
plastic wood allied metal equipment household | mineral vehicles prod-

products | products products quip durables | products | Total and ucts

products equip-
ment

34.7 33.7 30.6 32.8 48.0 303 | e 39.9 33.4
335 34.0 30.6 33.0 478 30.4 39.3 33.6
32.0 33.0 30.5 33.0 47.5 30.5 39.2 33.7
32.2 334 30.2 33.0 47.2 30.5 39.2 33.9
32.8 33.1 30.3 33.1 46.9 30.3 38.9 34.2
335 33.0 311 33.3 47.1 30.4 39.1 344
33.7 333 32.0 33.7 46.8 30.4 39.2 347
35.2 34.2 32.8 347 474 30.7 39.2 35.3
35.1 34.6 33.2 35.9 483 31.2 39.8 36.2
39.8 35.0 34.0 37.0 49.7 32.4 40.9 37.0
44.0 36.0 36.0 382 50.7 33.6 417 38.1
39.9 37.5 38.7 40.0 51.9 353 433 39.8
44.7 38.1 39.4 41.4 53.1 38.2 45.7 40.8
50.7 39.3 40.9 42.3 53.8 39.4 47.0 41.5
62.2 42.3 44.0 43.7 55.7 40.7 47.4 43.3
64.5 52.5 57.0 50.0 61.8 47.8 51.4 48.1
62.1 59.0 61.5 57.9 67.5 54.4 57.6 53.4
12.2 62.1 65.0 61.3 70.3 58.2 61.2 55.6
83.0 64.6 69.3 65.2 132 62.6 65.2 59.4
96.9 67.7 753 70.3 11.5 69.6 70.0 66.7
105.5 75.9 86.0 76.1 82.8 77.6 75.8 755
101.5 86.3 95.0 86.0 90.7 88.4 83.1 93.6
102.8 94.8 99.6 94.4 95.9 96.7 94.6 96.1
100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0
107.9 103.3 101.8 102.7 103.4 101.6 102.2 104.8
108.0 110.3 104.8 105.1 105.7 105.4 104.1 107.0
106.6 1133 104.4 107.2 107.1 108.6 106.4 109.4
107.2 116.1 103.2 108.8 108.2 110.0 109.1 111.6
112.8 121.8 107.1 110.4 109.9 110.0 111.7 114.9
118.9 130.4 118.7 113.2 113.1 1112 113.1 120.2
126.7 137.8 124.1 117.4 116.9 112.6 116.2 126.5
129.7 141.2 122.9 120.7 119.2 1147 118.2 134.2
132.1 142.9 120.2 123.0 121.2 117.2 122.1 140.8
146.6 145.2 119.2 1234 122.2 117.3 124.9 1453
174.0 147.3 119.2 124.0 123.7 120.0 128.0 1454
180.0 152.5 124.8 125.1 126.1 124.2 131.4 141.9
178.1 172.2 134.5 126.6 128.2 129.0 133.0 1454
176.1 168.7 131.0 126.5 130.4 131.0 134.1 147.7
183.8 167.9 131.8 125.9 130.8 133.2 132.7 150.9
179.1 171.7 127.8 124.9 131.3 135.4 1314 156.0
183.6 174.1 124.6 124.3 131.7 138.9 131.7 166.6
178.2 183.7 128.1 124.0 132.6 142.5 132.3 170.8
1744 184.8 1254 123.71 1332 1443 1315 181.3
1733 185.9 125.9 122.9 133.5 146.2 129.9 182.4
1774 190.0 129.2 1219 133.9 148.2 129.6 179.6
195.6 195.7 149.6 122.1 1351 153.2 131.0 183.2
196.5 202.6 160.8 123.71 139.4 164.2 1315 195.1
194.2 209.8 181.7 126.2 142.6 179.9 130.8 205.6
. 194.6 200.8 160.1 123.1 137.5 159.2 133.6 189.5
Feb 140.6 198.2 2015 160.5 123.3 138.2 160.3 132.4 191.5
Mar 141.2 198.6 202.1 160.4 123.5 138.6 160.8 132.0 192.2
Apr 141.7 198.3 202.1 161.1 123.7 138.7 162.1 132.0 192.8
May 1419 195.2 202.2 159.4 123.7 139.2 162.7 131.7 193.4
June .. 142.4 197.6 202.6 157.6 123.7 139.3 163.1 130.0 194.4
July 142.4 196.0 202.6 157.4 123.8 139.8 164.8 130.3 195.3
Aug 142.4 194.1 2023 158.4 123.9 139.6 165.4 129.8 196.1
Sept .. 143.7 197.4 2029 161.1 123.8 139.6 166.5 129.9 196.8
Oct 146.8 198.0 203.5 161.9 123.9 140.0 167.4 133.3 198.0
Nov 151.0 194.1 203.8 165.0 123.8 140.8 169.1 131.8 200.3
Dec ... 151.9 195.2 204.3 166.7 123.7 141.1 169.5 130.9 200.9
2006:Jan ... 153.0 197.5 2054 168.6 124.0 142.0 174.1 131.4 202.1
Feb 153.2 198.4 206.8 170.9 124.2 142.2 175.3 131.6 203.0
Mar 153.0 198.6 207.5 172.0 125.3 142.2 176.6 131.7 204.1
Apr 153.1 198.3 207.8 176.9 125.7 142.2 178.1 131.5 205.3
May .. 153.2 198.6 209.2 184.2 125.8 142.0 179.2 131.4 206.2
June .. 153.1 195.4 210.1 184.9 126.1 142.3 179.9 130.9 206.7
July 153.8 193.9 210.8 187.5 126.5 142.5 181.8 127.4 206.3
Aug? 154.1 191.4 2113 187.0 127.0 142.9 182.4 128.6 206.9
Sept .. 154.5 191.8 2119 187.6 127.6 142.6 182.9 129.1 206.6
Oct 155.7 188.1 2121 187.4 127.4 143.3 182.9 129.3 206.2
Nov 154.8 189.1 2123 187.0 127.5 143.3 182.6 133.7 206.7
Dec ... 154.3 189.5 2124 186.9 127.6 1433 182.6 133.4 206.9

Source: Department of Labor, Bureau of Labor Statistics.
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[Percent change]

Changes in producer price indexes for finished goods, 1965-2006

TABLE B—68.
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2Data have been revised through August 2006; data are subject to revision 4 months after date of original publication.

1 Changes from December to December are based on unadjusted indexes.
Source: Department of Labor, Bureau of Labor Statistics.




MONEY STOCK, CREDIT, AND FINANCE

TABLE B—69.—Money stock and debr measures, 1965-2006

[Averages of daily figures, except debt end-of-period basis; billions of dollars, seasonally adjusted]

Year
and
month

M1 M2 Debt! Percent change
Sum of currency, M1 plus retail From
demand deposits, | MMMF balances, Debt of ;?nThgeeagrﬂrerﬁz previous
travelers checks, savings deposits domestic period3
and other (including nonfinancial
check?glcebré()eposits MMDAs), and small sectors i M2 Debt

time deposits

December:
965 ...

2005:Jan ..
Feb
Mar
Apr
May ..
June ..
July
Aug
Sept ..
Oct
Nov
Dec

2006:Jan
Feb

Dec ..
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100nsrsts of outstanding crrgdlt market dr‘eht of the Us. G:]vernment
h to

ual are from

State and local governments, and private nonfinancial sectors.
are from 6 months earlier at a simple annual rate.

3Annual changes are from fourth quarter to fuurth quarter Quarterly changes are from previous quarter at annual rate.

Note.—The Federal Reserve announced that the M3 monetary aggregate and most of its components would no longer be published. Institu-
tional money market mutual funds will continue to be published as a memorandum item in the H.6 release, and the component on large-de-
nomination time deposits will be published in other Federal Reserve Board releases. For details, see H.6 release of March 23, 2006.

Source: Board of Governors of the Federal Reserve System.
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TABLE B—70.—Components of money stock measures, 1965-2006
[Averages of daily figures; billions of dollars, seasonally adjusted]

Other checkable
Year Nonbank Demand deposits (0CDs)
and Currency travelers denosits At com-
month checks P Total ey | At thrift

banks institutions

December:
1965 36.0 0.5 131.3 0.1 0.0 0.1
1966 38.0 .6 133.4 1 0 1
1967 40.0 .6 142.5 1 0 1
1968 43.0 1 153.6 1 0 1
1969 45.7 8 157.3 2 0 1
1970 13.6 9 164.7 1 0 1
1971 52.0 1.0 175.1 2 0 2
1972 56.2 1.2 191.6 2 0 2
1973 60.8 14 2003 3 0 3
1974 67.0 1.7 205.1 4 2 4
1975 728 2.1 2113 9 4 5
1976 79.5 2.6 2215 2.7 13 1.4
1977 87.4 2.9 236.4 42 1.8 2.3
1978 96.0 33 249.5 85 53 3.1
1979 104.8 35 256.6 16.8 12.7 42
1980 1153 3.9 2612 28.1 20.8 13
1981 122.5 41 231.4 78.7 63.0 15.6
1982 132.5 41 2341 104.1 80.5 23.6
1983 146.2 47 238.5 132.1 97.3 348
1984 156.1 5.0 243.4 147.1 104.7 124
1985 167.8 5.6 266.9 179.5 124.7 549
1986 180.4 6.1 302.9 235.2 161.0 74.2
1987 196.7 6.6 281.7 259.2 178.2 81.0
1988 212.0 7.0 287.1 280.6 192.5 88.1
1989 2223 6.9 278.5 285.1 197.4 87.7
1990 246.5 1.7 276.8 293.7 208.7 84.9
1991 267.1 1.7 289.6 332.5 241.6 90.8
1992 292.2 8.2 339.9 384.5 280.8 103.7
1993 3216 8.0 385.4 4147 302.6 112.1
1994 354.0 8.6 383.6 404.2 297.4 106.8
1995 3722 9.0 389.0 356.6 249.0 107.7
1996 394.1 8.8 401.7 275.5 171.9 103.6
1997 4245 8.4 393.8 2455 148.4 97.1
1998 459.8 8.5 376.9 249.6 143.9 105.7
1999 517.8 8.6 3533 243.2 139.7 103.6
2000 531.2 8.3 309.9 2383 133.1 105.2
2001 581.1 8.0 335.5 2574 142.0 115.5
2002 626.3 78 306.1 279.3 154.2 125.1
2003 662.7 1.7 325.4 309.7 175.0 1347
2004 697.9 16 342.5 3274 186.6 140.8
2005 724.5 12 324.1 317.5 180.1 137.4
2006 749.9 6.7 306.0 303.1 176.2 127.0
2005:Jan 699.0 15 335.6 3234 184.1 139.4
Feb 700.2 15 338.9 3223 183.4 1389
Mar 702.1 15 340.2 3219 183.1 138.8
Apr 703.0 15 324.9 322.7 183.5 139.1
May 704.4 15 332.7 3229 183.8 139.1
June 707.9 13 345.5 320.2 183.2 137.0
July 7104 13 331.5 3194 182.3 137.2
Aug 7133 14 336.5 3214 184.2 137.1
Sept 7171 13 334.1 3209 182.9 138.0
Oct 7187 13 329.5 3194 179.7 139.7
Nov 7213 12 327.3 320.1 180.9 139.3
Dec 7245 12 324.1 317.5 180.1 137.4
2006:Jan 729.2 1.2 323.8 318.7 180.8 137.9
Feb 732.8 7.1 318.7 316.6 179.2 137.4
Mar 7354 6.9 323.9 317.5 180.0 137.5
Apr 137.1 6.9 318.6 316.9 179.8 137.1
May 740.7 7.0 324.7 315.0 179.7 1353
June 740.2 7.0 317.7 310.7 177.1 133.0
July 740.6 6.8 314.2 309.4 176.7 132.7
Aug 741.8 6.8 3154 307.5 175.5 1319
Sept 7423 6.8 308.6 306.2 175.5 130.6
Oct 7445 6.8 311.9 306.0 177.7 128.3
Nov 7475 6.8 312.6 303.6 176.9 126.8
Dec 749.9 6.7 306.0 303.1 176.2 127.0

See next page for continuation of table.
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TABLE B—70.—Components of money stock measures, 1965—-2006—Conti
[Averages of daily figures; billions of dollars, seasonally adjusted]

nued

Savings Small-denomination
Year deposits ! time deposits 2 Retail Institu-
i Atcom- |t tprift Atoom- | uineiee | funds ’tT:gE?V
mon! : ri : ri unds

Total T]%:]Ck'gl institutions Total rggrnck'gl institutions funds®
256.9 924 164.5 34.5 26.7 18 0.0 0.0
2531 89.9 163.3 55.0 38.7 16.3 0 0
263.7 94.1 169.6 718 50.7 27.1 0 0
268.9 96.1 172. 100.5 63.5 37.1 0 0
263.7 93.8 169.8 120.4 716 13.8 0 0
261.0 98.6 162.3 151.2 79.3 719 0 0
292.2 112.8 179.4 189.7 95.1 0 0
321.4 124.8 196.6 2316 108.2 1235 0 0
326.8 128.0 198.7 265.8 116.8 149.0 1 0
338.6 136.8 201.8 287.9 123.1 164.8 1.4 2
388.9 161.2 227.6 337.9 142.3 195.5 2.4 5
4532 201.8 251.4 390.7 155.5 2352 1.8 6
492.2 218.8 273.4 4455 167.5 278.0 1.8 1.0
4819 216.5 265.4 521.0 185.1 335.8 5.8 35
4238 195.0 228.8 634.3 2355 398.7 339 10.4
400.3 185.7 2145 7285 286.2 4423 62.5 16.0
343.9 159.0 184.9 823.1 347.7 4754 151.7 38.2
400.1 190.1 210.0 850.9 379.9 471.0 184.5 13.8
684.9 363.2 321.7 784.1 350.9 433.1 136.1 40.9
704.7 389.3 3154 888.8 387.9 500.9 164.9 62.3
8153 456.6 358.6 885.7 386.4 499.3 174.9 65.3
940.9 533.5 407.4 858.4 369.4 489.0 208.4 86.2
937.4 534.8 402.6 921.0 391.7 529.3 222.8 93.7
926.4 542.4 383.9 1,037.1 451.2 585.9 244.3 93.8
893.7 541.1 352.6 1,151.3 533.8 617.6 320.6 112.0
922.8 581.3 341.5 1,173.4 610.7 562.7 357.7 139.6
1,044.2 664.7 379.5 1,065.6 602.3 163.3 3724 188.5
1,186.9 754.0 433.0 868.1 508.1 360.0 352.7 212.8
1,219.3 7853 434.0 782.0 467.9 314.1 353.0 216.8
1,150.0 752.7 397.3 816.4 502.5 313.8 380.7 210.8
1,134.2 774.7 359.5 931.4 574.8 356.5 448.0 264.4
1,272.4 905.3 367.1 946.9 593.3 353.6 515.8 324.2
1,400.2 1,022.7 377.4 968.2 625.4 342.8 591.2 396.9
1,605.0 1,187.9 417.1 951.8 626.1 325.7 7213 5453
1,740.5 1,288.8 451.7 954.3 634.8 319.6 823.3 643.2
1,878.0 1,424.2 453.8 1,044.5 699.6 344.9 910.7 797.5
2,312.9 1,739.5 5734 974.7 635.0 339.7 960.6 1,206.9
2,771.9 2,060.2 7177 892.6 590.2 302.4 884.1 1,256.5
3,168.9 2,337.5 831.4 810.2 536.7 273.5 7774 1,1235
3,517.7 2,630.7 887.0 817.6 545.7 271.9 701.0 1,072.7
36188 2,769.6 8493 47 634.9 339.8 702.7 1,139.4
3,687.8 2,895.5 7923 1,164.4 7654 399.0 803.1 1,3333
3,520.1 2,634.1 885.9 829.6 552.9 276.8 699.9 1,066.5
3,529.6 2,648.0 881.6 842.0 560.5 281.5 696.4 1,060.5
3,536.7 2,660.1 876.6 855.4 570.7 284.7 693.8 1,056.3
35414 2,673.9 867.5 870.2 579.0 2912 696.5 1,063.9
3,534.2 2,663.8 870.4 887.0 589.6 297.4 692.6 1,064.3
3,537.1 2,669.7 867.4 902.1 599.4 302.7 689.0 1,074.9
3,558.7 2,695.2 863.5 915.8 609.3 306.5 689.2 1,086.8
35714 2,704.3 867.1 929.6 617.6 312.0 687.1 1,096.7
3,586.2 2,725.1 861.0 942.2 625.6 316.6 692.1 1,112.8
3,601.4 2,741.3 860.1 951.3 621.7 329.6 697.5 1,1253
3,605.4 2,748.9 856.5 962.7 626.7 336.0 700.6 1,128.2
Dec 36188 2,769.6 849.3 974.7 634.9 339.8 702.7 1,139.4
2006:Jan 3,636.4 2,780.7 855.7 988.3 643.8 344.5 710.0 1,150.7
Feb 3,645.2 2,783.7 861.5 1,004.3 654.5 349.8 7123 1,152.1
Mar 3,631.6 2,771.8 853.8 14 665.8 355.6 719.1 1,161.7
Apr 3,636.8 2,797.3 839.5 1,035.9 674.3 361.6 722.1 1,177.1
May 3,622.0 2,776.9 845.1 1,050.4 682.9 367.4 726.0 1,192.6
June . 3,630.5 2,785.4 845.2 1,066.0 692.4 373.5 739.1 1,208.3
July 3,631.7 2,789.0 842.6 1,085.0 704.4 380.6 748.0 1,222.7
Aug 3,629.4 2,781.0 848.4 1,104.3 7157 388.7 758.1 1,243.8
Sept . 3,633.2 2,790.0 843.3 1,122.0 724.8 397.2 767.3 1,265.9
Oct 3,649.3 2,847.0 802.3 1,1389 744.9 394.1 7789 1,288.4
Nov 3,661.9 2,863.2 798.7 1,154.5 756.9 397.6 790.1 1,304.7
Dec ... 3,687.8 2,895.5 7923 1,164.4 765.4 399.0 803.1 1,3333

1'Savings deposits including money market deposits accounts (MMDAs); data prior to 1982 are savings deposits only
2Small-denomination deposits are those issued in amounts of less than $100,000.
3Institutional money funds are not part of non-M1 M2.

Note.—See also Table B—69.
Source: Board of Governors of the Federal Reserve System.
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TABLE B—71.—Aggregate reserves of depository institutions and the monetary base, 1965—-2006
[Averages of daily figures 1; millions of dollars; seasonally adjusted, except as noted]

Year and

Adjusted for changes in reserve requirements?

Reserves of depository institutions

Borrowings of depository
institutions from the
Federal Reserve (NSA)

Mone-

month tary -
Total Nr%[w:dr Required Emgiﬁs base Total Primary | Secondary | Seasonal Ag{é’:}

December:

1965 ... 12,316 11,872 11,892 423 49,620 444
12,223 11,690 11,884 339 51,565 532
13,180 12,952 12,805 375 54,579 228
13,767 13,021 3,341 426 58,357 746
14,168 13,049 13,882 286 61,569 1,119
14,558 14,225 14,309 249 65,013 332
15,230 15,104 15,049 182 69,108 126
16,645 15,595 16,361 284 75,167 1,050
17,021 15,723 16,717 304 81,073 1,298
17,550 16,823 17,292 258 87,535 727
17,822 17,692 17,556 266 93,887 130
18,388 18,335 18,115 274 101,515 53
18,990 18,420 18,800 190 110,324 569
19,753 18,885 19,521 232 120,445 868
20,720 19,248 20,279 442 131,143 1,473
22,015 20,325 21,501 514 142,004 1,690
22,443 21,807 22,124 319 149,021 636
23,600 22,966 23,100 500 160,127 634
25,367 24,593 24,806 561 175,467 774
26,913 23,721 26,078 835 187,245 3,186
31,569 30,250 30,505 1,063 203,562 1,318
38,840 38,014 37,667 1,173 223,418 827
38,913 38,135 37,893 1,019 239,831 177
40,453 38,738 39,392 1,061 256,897 1,716
40,486 40,221 39,545 941 267,757 265
41,766 41,440 40,101 1,664 293,294 326
45,515 45,323 44,526 989 317,555 192
54,421 54,297 53,267 1,154 350,913 124
60,567 60,485 59,497 1,070 386,587 82
59,454 59,245 58,295 1,159 418,331 209
56,483 56,226 55,193 1,290 434,585 257
50,183 50,028 48,766 1,416 452,063 155
46,873 46,549 45,189 1,685 479,914 324
45,129 45,012 43,615 1,514 513,861 117
41,958 41,638 40,661 1,297 593,911 3320
38,674 38,464 37,246 1,428 584,975 210
41,390 41,323 39,739 1,650 635,545 67
40,359 40,279 38,350 2,009 681,652 80
42,699 42,654 41,657 1,043 720,522 16
46,625 46,562 44716 1,909 759,672 63 11 0 52
45,299 45,130 43,396 1,903 788,135 169 97 0 72
43,291 43,100 41,476 1,815 812,381 191 111 0 80
47,170 47,108 45431 1,740 760,391 62 39 0 23
45,890 45,848 44,396 1,494 762,686 42 26 0 16
46,627 46,577 44,847 1,780 764,980 49 13 0 37
46,290 46,158 44,619 1,671 765,980 132 52 0 80
45814 45,675 44278 1,536 766,935 139 6 0 133
46,293 46,044 44,552 1,742 770,563 249 85 0 164
46,392 45,967 44,605 1,787 773,649 425 176 12 237
45310 44,948 43,701 1,609 776,021 362 63 3 297
46,223 45,891 44222 2,001 779,765 332 12 5 315
45,613 45,329 43,716 1,898 782,147 284 35 29 220
45,470 45,344 43,687 1,782 785,276 126 20 0 106
45,299 45,130 43,396 1,903 788,135 169 97 0 72
44,016 43,906 42,432 1,584 791,816 110 78 0 32
44127 44,074 42,576 1,551 795,673 53 21 2 30
43,678 43,509 42,166 1,512 797,953 169 119 0 50
44,594 44,347 42,766 1,828 800,572 248 164 0 84
45,023 44,848 43,220 1,803 804,737 175 24 0 151
45,381 45,129 43,591 1,790 804,580 253 16 0 237
44,180 43,830 42,633 1,547 804,071 350 39 0 312
42,876 42,507 41,343 1,533 804,687 369 26 0 343
42,880 42,477 41118 1,762 805,199 403 66 0 338
42,782 42,553 41,102 1,680 806,636 229 24 0 205
43,198 43,038 41,495 1,703 809,747 160 48 0 112
43,291 43,100 41,476 1,815 812,381 191 111 0 80

1 Data are prorated averages of biweekly (maintenance period) averages of daily figures.
2 Aggregate reserves incorporate adjustments for discontinuities associated with regulatory changes to reserve requirements. For details on

aggregate reserves series see Federal Reserve Bulletin.

3Total includes borrowing under the terms and conditions established for the Century Date Change Special Liquidity Facility in effect from
October 1, 1999 through April 7, 2000.

Note.—NSA indicates data are not seasonally adjusted.
Source: Board of Governors of the Federal Reserve System.
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TABLE B—72.—Bank credit at all commercial banks, 1965-2006

[Monthly average; billions of dollars, seasonally adjusted 1]

Securities in bank credit

Loans and leases in bank credit

Year and month | bank | Total | Treasiry | oth Total | G et
ear and mon an ota reasury er mercia
credit secu- and secu- Iua?]rgjs and Rei‘rqolw s?]?rz]ér Sﬁ%“’ Other
rities agency rities leases? indus- | Total horﬁe Other y
securities trial equi
quity
December:
965 ... 297.1 45.0 80| 297
318.6 47.1 83| 324
350.5 1 51.2 96| 338
390.5 1 57.71 10.5] 39.2
401.6 1 626 100| 398
4344 129. 653 104| 445
485.2 147. 7331 109| 539
5553 160. 854| 144 625
638.6 168. 983 11.2| 784
701.7 173. 102.11 106| 896
732.9 206.7 1046 127| 875
790.7 228.6 11591 177 91.0
876.0 236.3 13811 20.7| 97.2
989.4 242.2 16461 19.1| 1109
1,111.4 260.7 1845] 1741 1216
1,207.1 296.8 17921 17.2| 1336
1,302.7 3111 182.71 20.2| 148.0
14123 338.6 1882 236/ 1617
1,566.7 403.8 213.2| 265 1694
1,733.4 406.6 253.6| 34.11 179.0
1,922.2 455.9 2945 429 1914
2,106.6 510.0 3145| 386 199.5
2,255.3 535.0 327.7| 34.8]| 187.0
2,433.7 562.1 354.9| 403 187.9
2,602.6 585.0 375.3| 409 1894
2,749.1 634.9 380.8| 44.41 1875
2,855.7 747.5 363.8| 539 1853
2,952.8 842.1 356.1| 634 187.3
3,110.6 915.9 387.4| 864 1855
33154 939.9 447.9| 758| 193.2
3,597.2 984.2 491.1| 83.2| 2289
3,754.1 984.9 512.2| 753| 2594
4,098.11 11,1003 502.5| 94.4| 306.6
45326( 12396 496.9| 1453 373.1
476441 12857 490.8| 149.8| 370.1
521941 13514 539.9| 177.3| 414.1
5422.11 1490. 557.1| 146.0| 425.2
58903 17 587.6| 190.2| 403.4
62582 18 644.6| 217.7| 4249
6,795.2| 19 696.7| 2159 470.7
7,501.41 20 707.4| 264.1| 524.4
82858 22 736.2| 292.1| 517.7
6,892.7| 19 704.31 200.5| 481.1
Feb 6,993.3| 20 701.0| 220.5| 482.9
Mar 7,080.6| 2,0 707.6| 226.2| 474.5
Apr 7,106.0| 2,0 709.3| 223.9| 474.5
May 7,1588| 2,0 704.0| 237.1| 476.0
June .. 72153 20 706.6| 248.4| 485.9
July 7,281.31 2,0 71041 232.5| 484.4
Aug 73619 20 716.8| 2454 | 494.2
Sept .. 741041 20 720.2| 246.9| 506.9
Oct 742941 20 7104 | 242.4| 511.3
Nov 74498 20 711.9| 248.2| 514.1
Dec 750141 20 707.4| 264.1| 524.4
2006:Jan 71,5586 2,067. 711.6| 255.9| 529.1
Feb 7,647.8| 2,107. 711.8| 263.6| 534.9
Mar 7,71171.3|  2,118. 722.1| 269.5| 537.2
Apr 7,807.8| 2,170. 726.7| 261.1| 537.8
May 79236 2,205. 733.6| 281.2| 544.5
June .. 7,930.7| 2,188. 728.6| 259.3| 547.3
July 79816 2,195. 722.3| 257.8| 548.5
Aug 8,040.9| 2,206. 728.5| 2655 552.9
Sept 8,060.2| 2,191 72441 277.0| 550.0
Oct 8,192.6| 2,206. 724.1| 279.4| 511.5
Nov 82348 2223. 729.3| 287.8| 512.6
Dec ... 8,285. 2,226.7 736.2| 292.1| 517.7

1Data are prorated averages of Wednesday values for domestically chartered commercial banks, branches and agencies of foreign banks,

New York State investment companies (through September 1996), and Edge Act and agreement corporations.

2Excludes Federal funds sold to, reverse repurchase agreements (RPs) with, and loans to commercial banks in the United States.
Source: Board of Governors of the Federal Reserve System.
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TABLE B—73.—Bond yields and interest rates, 1929-2006
[Percent per annum]

U.S. Treasury securities Corporate High- Discount window
bonds grade New- Prime (Federal Reserve Bank
Bills Constant (Moody’s) munici- home rate of New York) 56 Federal
Year and (new issues)! maturities? pal mort charged fund
month bonds - 88 ) unds
(Stand- | 82€€ by Primar Adjust- rate’
3- 6- 3- 10- | 30- yields# | banks® y ment

Aaa3 | Baa | ard &
Poor’s)

credit

month | month | year | year | year credit

5.90

1.76

4.96

4.75

433

4.28

391

3.61

3.29

3.05

3.24

347

3.42

3.24 .

3.41 .

3.52 .

3.74 .

3.51 . R
3.53 1.89 1.78
3.88 277 2713
4.71 312 311
4.73 2.15 1.57
5.05 336 330
5.19 353 322
5.08 3.000 196
5.02 3.000 268
4.86 323 318
4.83 3.56| 3.0
4.87 4.04| 4.07
5.67 450 511
6.23 419 422
6.94 516 5.66
7.81 587 820
9.11 595 7.8
8.56 488| 4.66
8.16 450| 443
8.24 6.44| 873
9.50 7.83| 10.50
10.61 6.25| 5.82
9.75 550 5.04
897 546 554
9.49 . .
10.69

13.67

16.04

16.11

135

14.19

12.72

10.39

10.58

10.83

10.18

10.36

9.80

8.98

7.93

8.62

8.20

8.05

7.86

1.22

1.81

8.36

7.95

7.80 .

6.77 . 12

6.39 4.34 2.34

6.06 6.19 4.19

6.48 7.96 596 ...

1Rate on new issues within period; bank-discount basis.

2Yields on the more actively traded issues adjusted to constant maturities by the Department of the Treasury. The 30-year Treasury con-
stant maturity series was discontinued on February 18, 2002, and reintroduced on February 9, 2006.

3Beginning December 7, 2001, data for corporate Aaa series are industrial bonds only.

4 Effective rate (in the primary market) on conventional mortgages, reflecting fees and charges as well as contract rate and assuming, on
the average, repayment at end of 10 years. Rates beginning January 1973 not strictly comparable with prior rates.

See next page for continuation of table.
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Bond yields and interest rates, 1929—-2006—Continued

TABLE B—73.

[Percent per annum]
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7Since July 19, 1975, the daily effective rate is an average of the rates on a given day weighted by the volume of transactions at these
rates. Prior to that date, the daily effective rate was the rate considered most representative of the day’s transactions, usually the one at

5For monthly data, high and low for the period. Prime rate for 1929-33 and 1947-48 are ranges of the rate in effect during the period
6Primary credit replaced adjustment credit as the Federal Reserve’s principal discount window lending program effective January 9, 2003.
which most transactions occurred.

8From October 30, 1942, to April 24, 1946, a preferential rate of 0.50 percent was in effect for advances secured by Government securi-

ties maturing in 1 year or less.

Sources: Department of the Treasury, Board of Governors of the Federal Reserve System, Federal Housing Finance Board, Moody's Investors

Service, and Standard & Poor’s.

317



TABLE B—74.—Credit marker borrowing, 1998-2006
[Billions of dollars; quarterly data at seasonally adjusted annual rates]

Item 1998 1999 2000 2001 2002 2003 2004 2005
NONFINANCIAL SECTORS
DOMESTIC 1,028.2| 1,032.7 849.6| 1,137.9| 1,386.7) 16875 19995 23141
BY INSTRUMENT 1,028.2| 1,032.7 849.6| 1,137.9] 1,386.7| 1,687.5 1999.5| 2314.1
Commercial paper 24.4 374 48.1 -83.0 -57.9 -35.1 16.8 -1.9
Treasury securities . -54.6 =71.0] -2949 =5.1 2571 398.4 362.5 307.3
Agency- and GSE-backed securities 2.0 -2 -1.0 -5 5 2.4 -6 -4
Municipal securities 84.2 54.4 23.6 122.8 159.4 137.6 130.5 1947
Corporate bonds 2352 221.7 162.6 347.7 132.3 158.3 77.1 59.9
Banks loans n.e.c. 107.6 773 95.0 -87.2| -106.6 =11.1 12.5 136.9
Other loans and advances . 68.5 26.1 174 44 15.7 55 204 773
Mortgages 463.7 572.6 557.8 687.9 872.8 999.0| 1,262.8| 1,454.9
Home 356.3 427.3 4187 529.6 734.0 800.8| 1,054.8) 1,134.9
Multifamily residential 254 39.1 26.6 40.3 36.8 70.3 48.6 72.0
Commercial ... 754 100.0 105.6 110.2 94.3 119.8 151.4 241.8
Farm 6.6 6. 7.0 17 7.6 8.0 8.1 6.2
C credit 97.3 1145 181.0 151.0 1134 104.0 116.9 91.3
BY SECTOR 1,028.2| 1,032.7 849.6| 1,137.9] 1,386.7| 1,687.5 1999.5| 2314.1
Household sector 426.0 4958 580.0 649.9 813.8 978.4| 1,093.5| 1,238.6
Nonfinancial busine 587.0 569.6 550.0 387.9 1714 192.8 428.8 597.3
Corporate 396.9 3702 341.8 2152 15.6 88.6 177.7 2793
Nonfarm noncorporate ..........cccoecomeeeeneenns 179.9 194.3 196.8 162.2 148.0 96.5 239.6 3054
Farm 10.2 5.1 113 10.5 7.8 1.7 115 12.6
State and local governments .. 67.9 38.5 155 105.7 143.9 120.3 115.3 171.3
Federal Government ........... -52.6 -71.2|  -295.9 -5.6 257.6 396.0 361.9 306.9
FOREIGN BORROWING IN THE UNITED STATES 37.2 19.0 63.0 -13.7 92.9 317 123.5 84.7
Commercial PAPET ......cvvveeeeeeeiieseeeeiesiessineiaas 1.8 16.3 31.7 15.8 58.3 12.9 62.8 385
Bonds 288 79 21.2 -18.5 31.6 28.7 61.8 38.0
Bank loans n.e.c. 6.6 5 114 -1.3 5.3 -1.1 2.5 12.9
Other loans and advances . -6.0 =57 -13 -38 -23 -2.1 -36 —4.6
NONFINANCIAL DOMESTIC AND FOREIGN BORROWING 1,065.4| 1,051.6 912.6| 1,124.2| 1479.7| 1719.2| 2,123.0| 2,398.8
FINANCIAL SECTORS
BY INSTRUMENT 1,024.9| 1,024.2 780.6 932.8 872.5| 1,009.4 880.3| 1,036.8
Open market paper .......oovvevvvveevvvvecciis 161.0 176.2 1317 =274 -63.8 -52.9 55.1 236.1
GSE issues (government-sponsored enterprises) 278.9 318.8 2352 304.1 219.8 243.7 65.0 -84.2
Agency- and GSE-backed mortgage pool securi-
ties 192.7 274.6 199.7 338.5 326.8 330.5 53.0 134.8
Corporate bonds 245.0 148.6 159.7 271.1 353.6 455.7 573.2 683.5
Banks loans n.e.c. 32.3 =19 1.0 18.7 21.1 -1.2 335 9.2
Other loans and advances . 90.2 107.1 42.5 25.5 6.8 31.2 74.1 443
Mortgages 248 6.9 49 2.2 8.2 83 26.3 13.1
BY SECTOR 1,024.9| 1,024.2 780.6 932.8 872.5| 1,009.4 880.3| 1,036.8
Commercial banking 729 67.2 60.0 52.9 49.7 49.2 77.1 85.1
U.S.-chartered commercial banks 52.8 41.8 36.8 30.2 29.9 13.9 18.1 36.8
Foreign banking offices in U.S. 4.8 -4 -0 -9 -4 -1 1 .0
Bank holding compames 24.9 258 23.2 23.6 20.3 354 59.5 482
Savings institutions .. 52.2 48.0 273 -2.0 -234 6.1 64.4 16.2
Credit unions 6 22 0 1.5 2.0 22 23 33
Life insurance comp 7 7 -7 6 2.0 2.9 3.0 A4
Government-sponsored enterprises .. 278.9 318.8 2352 304.1 219.8 243.7 65.0 -84.2
Agency- and GSE-backed mortgage pouls . 192.7 274.6 199.7 3385 326.8 330.5 53.0 134.8
Asset-backed securities issuers . 256.2 150.5 156.2 220.4 182.8 2111 332.1 661.0
Finance companies 60.9 75.5 86.4 10.9 66.2 111.0 134.4 334
REITs 62.7 12.3 2.6 3.2 245 319 98.4 58.5
Brokers and dealers ... 72| 172 156 14 -17 6.4 1562 1
Funding corporations . 40.0 916 -1.6 11 23.7 14.4 346 1281
ALL SECTORS, BY INSTRUMENT
TOTAL 2,090.3| 2,075.8| 16932 2,057.0/ 23522 27286 3,003.3] 34356
Open market paper ... 193.1 229.9 2116 -94.5 -63.5 =751 1347 266.7
Treasury securities ..... -54.6 =71.0]  -294.9 =5.1 257.1 398.4 362.5 307.3
Agency- and GSE-backed securities 473.6 593.1 433.9 642.1 547.2 571.9 117.5 50.2
Municipal securities ............ 84.2 54.4 23.6 122.8 159.4 137.6 130.5 1947
Corporate and foreign bonds .. 509.0 378.2 3435 600.3 517.5 642.7 712.7 781.4
Bank loans n.e.c. 146.5 69.8 1133 -75.8 -80.2 -92.6 485 159.0
Other loans and advances . 152.7 127.5 118.6 26.1 20.2 345 90.9 117.0
Mortgages 438.5 579.5 562.7 690.1 881.1| 1,007.3] 1289.1| 14680
C credit 97.3 1145 181.0 151.0 113.4 104.0 116.9 913

See next page for continuation of table.
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TABLE B—74.—Credit market borrowing, 1998—-2006—Continued
[Billions of dollars; quarterly data at seasonally adjusted annual rates]

2005 2006
Item
Il 1] v | I Il
NONFINANCIAL SECTORS
DOMESTIC 2,249.3| 2,046.5| 24545 2506.1| 2534.0/ 18351 18477
BY INSTRUMENT 2,249.3| 2,046.5| 24545 2506.1) 25340/ 18351 18477
Commercial paper 49.8 5.8 2. -89.9 42.1 40.1 -14.3
Treasury securities 570.4 26.5 264.2 368.1 532.5| -116.4 161.1
Agency- and GSE-backed SECUNItIES ......cvvevvvereerrirerirerinnns -7 -1.4 -4 8 -1.0 2 -1.0
Municipal securities 188.2 147.4 237.6 2053 71.6 160.5 195.5
Corporate bonds 34.3 0.1 99.l 75.5 213.5 207.3 119.6
Banks loans n.e.c. 108.4 2122 39.5 187.7 263.7 128.5 155.0
Other loans and advances 76.3 736 40.3 119.2 483 90.4 67.4
Mortgages 1,125.1| 14387 1667.8] 1588.0( 1307.7| 1,685 10286
Home 901.3| 1,1357| 1,322.5] 1,180.2| 1,025.2 872.1 685.9
Multifamily residential 51.0 0.3 65.0 91.8 52.7 43.5 36.4
Commercial 167.6 2111 271.9 316.6 219.4 2374 288.6
Farm 53 115 85 - 10.4 15.5 17.7
C credit 974 113.6 102.9 51.4 49.5 155.9 135.8
BY SECTOR 2,249.3| 2,046.5| 24545 2506.1) 2534.0/ 18351 18477
Household sector 1,009.8| 1,288.4| 13229 13334 1139.7| 1,110.6 841.6
Nonfinancial busine 503.3 606.4 650.9 628.5 797.7 716.9 669.8
Corporate 287.2 251.7 313.0 265.3 468.5 4238 388.3
Nonfarm noncorporate 211.8 336.7 316.3 356.9 300.3 268.1 258.0
Farm 44 18.0 216 6.4 28.8 25.0 235
State and local gOVErnmeNts ..........cccooeevvereereereeienirerinnns 166.5 126.5 216.8 175.3 65.2 123.7 176.3
Federal Government 569.7 5.1 263.9 368.9 5315 -116.1 160.1
FOREIGN BORROWING IN THE UNITED STATES .......occorrmrerrveerrrans 56.2 84.5 84.7 113.3 109.3 101.6 412.7
Commercial paper 6.2 10.0 78.5 59.1 626/ 589 2493
Bonds 113 84.4 8.5 17.9 50.6 139.1 176.7
Bank loans n.e.c. 12.1 =53 52 39.5 1.6 282 =52
Other loans and advances =34 -4.6 -1.4 -3.1 -11.5 -6.9 -8.1
NONFINANCIAL DOMESTIC AND FOREIGN BORROWING ................. 2,305.5| 2,131.0f 25392 2619.5 26433 1936.7| 22604
FINANCIAL SECTORS
BY INSTRUMENT 709.1| 1,173.5 7733 1,491.3] 1,113.0| 1,392.0 763.6
Open market paper 180.1 301.5 243.5 219.3 261.4 308.5 316.2
GSE issues (government-sponsored enterprises) ... -84.2| -243.9 200.9 1448 3143 -191.1
Agency- and GSE-backed morgage pool securities 136.6 163.4 191.8 3273 306.4 280.8
Corporate bonds 757.2 535.9 828.0 3303 439.0 3429
Bank loans n.e.c. -44.3 29.4 35.0 9.7 -35.2 -20.2
Other loans and advances 87.4 25.2 259 16.7 44.6 29.0
Mortgages 19.3 19.9 -9.6 229 145 6.1
BY SECTOR 709.1| 1,173.5 7733] 1,491.3] 1,113.0| 1,392.0 763.5
Commercial banking 149.3 47.1 82.8 61.2 62.5 195.0 484
U.S.-chartered commercial banks 61.5 25.2 31.2 294 256 81.9 154
Foreign banking offices in US. .. -1 5 1 - . -2 -1
Bank holding ct i 87.9 214 51.5 32.1 36.6 1134 331
Savings institutions -4.9 494 6.9 133 9.6 -24.7 411
Credit unions 15 3.1 3 8.1 -2 6.8 22
Life insurance cc -16 2.3 4 .6 28 1.3 24
Government-sponsored enterprises -209.6 -84.2| -2439 200.9 144.8 3143 -191.1
Agency- and GSE-backed mortgage pools .. 473 136.6 163.4 191.8 3273 306.4 280.8
Asset-backed securities issuers 427.0 691.5 7203 805.3 305.0 377.1 379.4
Finance companies 108.7 -272| -150.2 202.2 225 66.2 -39.6
REITs 73.0 92.8 66.0 2.4 66.6 59.3 24.7
Brokers and dealers 11.2 -5.2 28.0 -334 351 6.5 5.0
Funding corporations 107.1 267.1 99.4 389 137.0 83.7 2103
ALL SECTORS, BY INSTRUMENT
TOTAL 30147 33045 33125 41108 3,756.3| 3,328.8| 3,024.0
Open market paper 236.2 317.3 324.8 188.5 366.1 289.7 551.1
Treasury securities 570.4 26.5 264.2 368.1 532.5| -116.4 161.1
Agency- and GSE-backed SECUrItIES ......ccc.vvveerveeerreriieeris -163.0 51.1 -80.9 393.5 471.1 621.0 88.7
Municipal securities 188.2 147.4 237.6 205.3 71.6 160.5 195.5
Corporate and foreign bonds ........cco.coeeeveeerreecieereerieees 688.6 871.7 644.0 921.4 594.3 785.4 639.2
Banks loans n.e.c. 137.3 162.6 74.0 262.2 281.0 1215 129.5
Other loans and advances 1118 156.4 58.1 1419 53.5 128.1 88.3
Mortgages 1,147.8| 1458.0) 1,687.7| 1578.4| 13306 118301 10347
C credit 97 113.6 102 51.4 49.5 155.9 135.8

Source: Board of Governors of the Federal Reserve System.
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TABLE B—75.—Mortgage debt outstanding by type of property and of financing, 1949-2006

[Billions of dollars]

Nonfarm properties

Nonfarm properties by type of mortgage

Al ‘ Government underwritten Conventional 2
arm -
Egrdqﬂfarytfé?r proper- | proper- 1-to 4- MiLrlrllEIy mceorrcnial 1- to 4-family houses L
ties ties Total family roner- | proper- 1-to 4
houses | PRPET™ | PTARST 1| Total ! ot | FHA VA Total gamily
otal | . guar- ouses
insured anteed

37.3 8.6 10.8 17.1 15.0 6.9 8.1 39.6 22.3
45.1 10.1 115 22.1 18.8 8.5 103 446 26.2
51.6 115 12.5 26.6 22.9 9.7 13.2 49.0 28.8
58.6 123 134 29.3 25.4 10.8 14.6 55.0 33.2
66.1 129 14.6 32.1 28.1 12.0 16.1 61.4 38.0
75.8 135 16.3 36.2 32.1 128 19.3 69.4 437
88.4 143 184 429 38.9 143 24.6 78.1 49.5
99.2 14.9 20.8 47.8 439 155 284 87.0 55.3
107.8 153 23.2 51.6 47.2 16.5 30.7 94.8 60.6
117.9 16.8 26.2 55.2 50.1 19.7 30.4 105.8 67.8
130.9 18.7 29.2 59.3 53.8 23.8 30.0 119.5 77.1
1419 20.3 324 62.3 56.4 26.7 29.7 132.3 85.5
154.7 23.0 36.5 65.6 59.1 29.5 29.6 148.6 95.5
169.4 258 412 69.4 62.2 32.3 29.9 167.1 107.3
186.6 29.0 46.3 134 65.9 35.0 30.9 188.5 120.7
203.6 336 50.1 17.2 69.2 38.3 30.9 210.1 134.3
220.8 37.2 54.5 81.2 73.1 420 31.1 231.3 147.6
2333 40.3 60.3 84.1 76.1 448 313 249.7 157.2
2471 439 64.8 88.2 79.9 474 32.5 268.3 167.8
265.2 47.3 714 93.4 84.4 50.6 338 290.5 180.8
283.6 52.2 77.1 100.2 90.2 54.5 35.7 312.7 193.4
297.8 60.1 86.0 109.2 97.3 59.9 37.3 334.7 200.6
326.2 70.1 96.4 120.7 | 1052 65.7 39.5 372.0 221.0
366.7 828 | 1133 131.1 | 1130 68.2 44.7 4317 253.8
407.9 932 | 1326 135.0 | 116.2 66.2 50.0 498.6 291.6
440.7 | 100.0 | 1483 1402 | 1213 65.1 56.2 548.8 3194
482.0 | 100.7 | 161.0 147.0 | 1217 66.1 61.6 596.7 354.2
5448 | 1059 | 174.2 154.0 | 1335 66.5 67.0 670.9 4113
6406 | 1143 | 1933 161.7 | 1416 68.0 13.6 786.4 499.0
7522 | 1252 | 2145 176.4 | 1534 714 82.0 915.5 598.8
868.8 | 1350 | 2394 199.0 | 1729 81.0 92.0| 1,0443 695.9
966.2 | 141.1 | 259.9 2251 | 1952 936 | 101.6| 1,142.2 771.1
1,0441 | 1392 | 299.7 2389 | 207.6 | 1013 | 106.2 | 1,244.0 836.5
1,089.5 | 141.1 | 333.6 2489 | 217.9| 108.0| 109.9| 13153 871.6
12116 | 1543 | 389.4 2798 | 2488 | 1274 | 1214\ 14755 962.8
1,351.4 | 1774 | 4719 2948 | 2659 | 1367 | 129.1| 17058 | 10855
15235 | 2059 | 541.6 3283 | 288.8| 153.0| 1358 19427 | 12347
1,726.4 | 2393 | 602.5 3705 | 3286 | 1855| 1431 2,197.8| 13978
1,9536 | 262.1 | 698.0 4314 387.9| 2355| 1524 | 24823 | 15657
2,188.1| 279.0 | 769.6 459.7 | 4142 | 2588 | 1554 | 2,776.9 | 17739
24215 289.9| 799.5 486.8 | 440.1 | 2828 | 157.3| 3,024.0 | 19814
2,619.5 288.3 820.7 517.9 470.9 3109 160.0 | 3,2105| 2,1486
2,181.7 284.9 807.1 537.2 493.3 330.6 162.7 | 3,336.4 | 22884
2,947.3 272.0 763.4 533.3 489.8 326.0 163.8 | 3,4494 | 24576
3,106.0 269.1 7399 5134 469.5 303.2 166.2 | 3,601.6 | 2,636.6
3,283.2 269.6 1212 559.3 514.2 336.8 177.3 | 3,720.7 | 2,769.0
3,451.2 275.5 738.7 584.3 537.1 3523 184.7 | 3,881.1 | 29142
3,674.7 287.8 769.7 620.3 571.2 379.2 192.0 | 41119 3,103.5
3,910.2 300.9 831.2 656.7 605.7 405.7 200.0 | 4,385.6 | 3,304.5
4,266.2 333.9 923.8 674.1 623.8 417.9 2059 | 4,849.8 | 36424
4,691.2 375.0 | 1,063.1 7315 678.8 462.3 216.5| 5397.8 | 40124
5109.8 | 404.6 | 1,170.6 7731 7200 | 499.9 | 220.1| 50911.9| 43899
5639.5 | 446.5| 1,281.4 7727 7185 49741 2212| 6,594.7 | 4,921.0
6,374.4 | 484.9 | 1,382.6 759.3 | 7040 | 486.2 | 217.7| 7,825 56704
7,175.1 | 555.6 | 1,510.5 709.2 | 6533 | 4387 | 2146| 85321 | 65219
82468 | 608.8 | 1,683.2 661.5 | 6054 | 398.1| 2073 | 9,877.3| 76414
9,383.3 | 679.7 | 1,937.8 606.6 | 5504 | 3484 | 202.0| 11,3942 | 88328
8448.1 | 621.8 | 17255 6479 | 591.6 | 386.1| 2055 | 10,1476 | 7,856.5
8747.8 | 640.7 | 1,789.6 6337 | 577.2| 3727| 2044105444 | 8170.6
9,090.7 | 658.4 | 1,856.6 619.1 | 562.5| 359.3| 203.2|10,986.7 | 8528.2
9,383.3 | 679.7 | 1,937.8 606.6 | 5504 | 3484 | 202.0| 11,3942 | 838328
2006: 1 ....... 12,450.8 150.5 | 12,3003 | 9,612.3 693.8 | 1,994.3 599.9 543.7 3433 200.4 | 11,7004 | 9,068.6
... 12,765.3 154.7 | 12,610.6 | 9,845.6 703.9 | 2,061.1 594.9 539.1 339.8 199.3 | 12,015.7 | 9,306.5
e .. | 13,033.5 159.1 | 12,874.4 | 10,029.3 7146 | 2,130.4 599.1 542.7 338.6 204.2 | 12,2752 | 9,486.6

Lncludes FHA insured multifamily properties, not shown separately. . )
2Derived figures. Total includes multifamily properties, not shown separately, and commercial properties not shown here but are the same

as nonfarm properties—commercial properties.

Source: Board of Governors of the Federal Reserve System, based on data from various Government and private organizations.
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TABLE B—76.—Mortgage debt outstanding by holder, 1949-2006
[Billions of dollars]

Major financial institutions Other holders
Life Federal B
End of year Total Savin : Indi-
gs Commer- insur- and h
or quarter Total institu- bCiil , ance related wgggls
tions anks com- agen-
panies cies? others*
62.3 429 183 11.6 129 2.0 17.5
12.1 51.7 21.9 13.7 16.1 2.6 184
82.1 59.5 25.5 14.7 19.3 33 19.3
91.4 67.0 29.8 16.0 21.3 39 204
101.2 75.1 34.8 17.0 233 44 21.7
113.7 85.8 41.1 18.7 26.0 47 23.2
130.1 99.5 489 21.2 29.4 5.3 253
144.7 1114 55.5 22.9 33.0 6.2 27.1
156.7 120.0 61.2 23.6 352 1.1 29.1
172.0 131.7 68.9 25.8 37.1 8.0 32.3
190.9 145.6 78.1 28.2 39.2 10.2 35.1
207.5 157.6 86.9 28.9 418 115 384
228.1 172.1 98.0 30.6 44.2 1222 43.1
251.6 192.6 111.1 34.7 46.9 12.6 46.3
278.7 2174 127.2 39.6 50.5 11.8 49.5
306.2 2413 141.9 443 55.2 1222 52.7
3337 265.0 154.9 50.0 60.0 135 55.2
356.9 281.2 161.8 54.8 64.6 17.5 58.2
381.6 299.2 172.3 59.5 67.4 20.9 61.4
4115 3203 184.3 66.1 70.0 25.1 66.1
4423 339.8 196.4 714 72.0 311 714
4744 356.7 208.3 74.1 744 38.3 79.4
525.1 395.2 236.2 83.4 75.5 46.3 83.6
598.1 450.8 273.6 100.2 76.9 54.5 92.8
6734 506.3 305.0 120.1 81.3 64.7 102.4
734.0 544.1 324.2 133.6 86.2 82.2 107.7
793.5 582.9 355.8 137.9 89.2 101.1 109.6
649.3 404.6 153.1 91.6 116.7 114.4
1,012.0 747.0 469.4 180.8 96.8 140.5 1245
1,164.6 849.8 528.0 215.7 106.2 170.6 1443
1,330.0 939.9 574.6 246.9 1184 216.0 174.2
1,464.8 998.6 603.1 264.5 131.1 256.8 209.4
1,590.1 1,042.8 618.5 286.5 137.7 289.4 257.9
1,675.5 1,023.4 578.1 3034 142.0 355.4 296.7
1,869.1 1,109.9 626.6 3323 151.0 4333 325.8
2,113.1 1,247.8 709.7 3814 156.7 490.6 374.7
2,376.8 1,363.5 760.5 4312 171.8 580.9 4324
2,663.3 1,476.5 778.0 504.7 193.8 733.7 453.1
3,001.5 1,667.6 860.5 594.8 2124 857.9 475.9
3,319.6 1,834.3 924.5 676.9 232.9 547.6
3,591.3 1,935.2 910.3 770.7 254.2 1,067.3 588.8
3,807.4 1,918.8 801.6 849.3 267.9 1,258.9 629.7
3,952.9 1,846.2 705.4 881.3 259.5 1,422.5 684.2
4,062.5 1,770.4 627.9 900.5 242.0 1,558.1 733.9
41957 1,770.1 598.4 947.8 223.9 1,682.8 742.8
4,363.3 1,824.7 596.2 1,012.7 2158 1,788.0 750.7
4,550.4 1,900.1 596.8 1,090.2 213.1 1,878.7 771.6
4819.7 1,981.9 628.3 1,1454 208.2 2,006.1 831.8
5,132.6 2,084.0 631.8 1,245.3 206.8 2,1114 937.2
5,620.6 2,194.6 644.0 1,337.0 213.6 2,310.9 1,115.1
6,233.2 2,394.3 668.1 1,495.4 230.8 2,613.3 1,225.7
6,795.2 2,619.0 723.0 1,660.1 235.9 2,834.4 1,341.8
7,485.2 2,790.9 758.0 1,789.8 243.0 3,205.0 1,489.3
8,367.3 3,089.4 781.0 2,058.4 250.0 3,592.2 1,685.7
9,374.9 3,387.2 870.2 2,256.0 260.9 4,026.3 ,961.5
10,680.5 3,925.7 1,057.0 2,595.3 2733 4,096.0 2,658.8
12,1487 4,394.8 1,152.7 2,956.6 285.5 4,232.0 3,522.0
10,938.5 4,032.3 1,068.0 2,689.2 275.0 4,101.8 2,804.4
11,3243 4183.5 11133 2,791.8 278.4 41213 3,019.5
11,754.1 4317.2 1,140.9 2,895.4 280.9 4,169.4 3,267.5
12,148.7 4394.8 1,152.7 2,956.6 285.5 4,232.0 3,522.0
12,450.8 4,505.6 1,192.4 3,024.9 288.3 4,308.2 3,637.0
12,765.3 4,648.1 1,221.0 3,131.8 295.3 43713 3,746.0
13,033.5 4,720.2 1,249.1 3,172.9 298.1 4,450.5 3,862.9

~ Lncludes savings banks and savings and loan associations. Data reported by Federal Savings and Loan Insurance Corporation-insured
institutions include loans in process for 1987 and exclude loans in process beginning 1988.

2Includes loans held by nondeposit trust companies, but not by bank trust departments. o N

3Includes Ginnie Mae—Government National Mortgage Association (GNMA), Federal Housing Administration, Veterans Administration, Farm-
ers Home Administration (FmHA), Federal Deposit Insurance Corporation, Resolution Trust Corporation (through 1995), and in earlier years Re-
construction Finance Corporation, Homeowners Loan Corporation, Federal Farm Mortgage Corporation, and Public Housing Administration. Also
includes U.S.-sponsored agencies such as Fannie Mae—Federal National Mortgage Association (FNMA), Federal Land Banks, Freddie Mac—
Federal Home Loan Mortgage Corporation (FHLMC), Farmer Mac—Federal Agricultural Mortgage Corporation (beginning 1994), Federal Home
Loan Banks (beginning 1997), and mortgage pass-through securities issued or guaranteed by GNMA, FHLMC, FNMA, FmHA or Farmer Mac.
Other U.S. agencies (amounts small or current separate data not readily available) included with “individuals and others.”

4Includes private mortgage pools.

Source: Board of Governors of the Federal Reserve System, based on data from various Government and private organizations.
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TABLE B—77.—Consumer credit outstanding, 1959-2006
[Amount outstanding (end of month); millions of dollars, seasonally adjusted]

Total
Year and month consumer Revolving Nonrevolving 2
credit!

December:
1959 56,0107 | oo 56,010.7
1960 60,025.3 . 60,025.3
1961 62,248.5 . 62,248.5
1962 68,126.7 . 68,126.7
1963 76,581.4 . 76,581.4
1964 85,959.6 . 85,959.6
1965 95,954.7 . 95,954.7
1966 101,788.2 . 101,788.2
1967 106,842.6 . 106,842.6
1968 117,399.1 1.5 115,357.5
1969 127,156.2 4.8 123,551.3
1970 131,551.6 1.5 126,590.1
1971 146,930.2 5.3 138,684.8
1972 166,189.1 9.2 156,809.9
1973 190,086.3 2.2 178,744.1
1974 198,917.8 1.3 185,676.6
1975 204,002.0 5.3 189,506.7
1976 225,721.6 9.1 209,232.5
1977 260,562.7 48 223,147.9
1978 306,100.4 1.0 260,409.4
1979 348,589.1 6.4 294,992.7
1980 351,920.1 54,970.1 296,950.0
1981 371,301.4 60,928.0 310,373.4
1982 389,848.7 66,348.3 323,500.4
1983 437,068.9 79,027.2 358,041.6
1984 517,279.0 100,385.6 416,893.3
1985 599,711.2 124,465.8 4752454
1986 654,750.2 141,068.2 513,682.1
1987 686,318.8 3.9 525,464.9
19883 731,917.8 184,593.1 547,324.6
1989 794,612.2 211,229.8 583,382.3
1990 808,230.6 238,642.6 569,587.9
1991 798,029.0 263,768.6 534,260.4
1992 806,118.7 278,449.7 527,669.0
1993 865,650.6 309,908.0 555,742.6
1994 997,126.9 365,569.6 631,557.3
1995 1,141,422.8 443,920.1 697,502.7
1996 1,253,333.4 507,516.6 745.816.9
1997 1,323,328.4 538,007.4 785,321.1
1998 1,419,390.6 579,468.5 839,922.1
1999 1,532,652.6 609,386.9 923,265.8
2000 1,722,357.8 682,971.5 1,039,386.3
2001 1,871,885.3 716,411.4 1,155,473.9
2002 1,984,143.8 749,007.6 1,235,136.2
2003 2,087,784.1 771,130.4 1,316,653.7
2004 2,202,424.9 801,261.3 1,401,163.7
2005 2,295,558.3 826,601.8 1,468,956.5
2005:Jan 2,211,756.5 806,466.9 1,405,289.5
Feb 2,220,769.0 803,607.1 1,417,161.9
Mar 2,228,872.2 802,072.4 1,426,799.9
Apr 2,239,339.9 806,444.8 1,432,895.1
May 2,241,517.7 805,365.7 1,436,152.1
June 2,257,049.9 810,485.3 1,446,564.6
July 2,268,204.3 811,403.2 1,456,801.1
Aug 2,279,080.7 814,970.4 1,464,110.3
Sept 2,282,821.5 818,088.5 1,464,733.0
Oct 2,283,505.8 819,206.1 1,464,299.7
Nov 2,291,614.0 824,327.3 1,467,286.8
Dec 2,295,558.3 826,601.8 1,468,956.5
2006:Jan 2,306,258.3 826,630.6 1,479,627.7
Feb 2,308,349.6 826,385.3 1,481,964.3
Mar 2,309,242.0 825,807.3 1,483,434.7
Apr 2,317913.2 828,685.6 1,489,227.6
May 2,334,140.5 837,469.9 1,496,670.5
June 2,346,148.6 845,946.8 1,500,201.8
July 2,361,431.5 851,580.4 1,509,851.1
Aug 2,374,851.7 857,914.2 1,516,937.5
Sept 2,378,580.2 861,020.2 1,517,560.0
Oct 2,371,325.7 864,058.8 1,513,266.9
Nove 2,389,658.3 872,618.0 1,517,040.2

1 Covers most short- and intermediate-term credit extended to individuals. Credit secured by real estate is excluded. )

2Includes automobile loans and all other loans not included in revolving credit, such as loans for mobile homes, education, boats, trailers,
or vacations. These loans may be secured or unsecured. Beginning 1977 includes student loans extended by the Federal Government and by
SLM Holding Corporation. ) . .

3Data newly available in January 1989 result in breaks in these series between December 1988 and subsequent months.

Source: Board of Governors of the Federal Reserve System.
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GOVERNMENT FINANCE

TABLE B—78.—Federal receipts, outlays, surplus or deficit, and debt, fiscal years, 1940-2008
[Billions of dollars; fiscal years]

Total On-budget Off-budget Federal debt Adden-

(end of period) gum:

- - Surplus Surplus Surplus r0ss
Fiscal year or period Re- or Re- or Re- or Held b domes-

y A

ceipts | OUt1YS | deficit | ceipts | QUS| qeficit | ceipts | OUHAYS | geficit Fg(rjoeerI the IFIU%

=) =) =) public Duct

9.5 -2.9 6.0 9.5 -3.5 06 -0.0 0.6 50.7 428 96
13.7 -49 8.0 13.6 -5.6 7 0 7 57.5 48.2 114.1
35.1 -20.5 13.7 351 -21.3 9 1 8 79.2 67.8 1443
18.6 -54.6 22.9 78.5 -55.6 1.1 1 1.0 142.6 127.8 180.3
91.3 -47.6 42.5 91.2 -48.7 13 1 1.2 204.1 184.8 209.2
92.1 -47.6 43.8 92.6 -48.7 13 1 1.2 260.1 235.2 2214
55.2 -15.9 38.1 55.0 -17.0 1.2 2 1.0 271.0 2419 222.7
34.5 40 37.1 34.2 2.9 1.5 3 1.2 257.1 224.3 233.2
29.8 11.8 39.9 29.4 10.5 1.6 A4 1.2 252.0 216.3 256.0
388 6| 377 384 -7 17 4 13| 2526| 2143 2711
426 -3.1 37.3| 420 -4.7 2.1 5 16 2569 219.0 273.0
455 6.1 485| 442 43 3.1 13 18 2553 2143 320.6
67.7 -15| 626| 66.0 -3.4 3.6 17 19 259.11 2148 348.6
76.1 -6.5| 655 738 -8.3 4.1 2.3 18 266.0 2184 3729
70.9 -12| 651 67.9 -2.8 46 2.9 17 2708 2245 377.3
68.4 -3.0| 604| 645 -4.1 5.1 4.0 11 27441 226.6 394.6
70.6 39| 682] 657 2.5 6.4 5.0 15 21271 2222 4272
76.6 34| 732| 706 2.6 6.8 6.0 8 2723 2193 4503
82.4 -2.8| 716| 749 -33 8.0 1.5 5 279.71 2263 460.5
921 -12.8| 710| 831| -l21 8.3 9.0 -7 2875 2347 4915
92.2 3| 819 813 5 10.6 109 -2 2905 236.8 517.9
97.7 -3.3| 823| 86.0 -3.8 12.1 11.7 4 2926 2384 530.8
06.8 -7.1 87.4| 933 -5.9 123 135 -13 3029 2480 567.6
113 -4.8| 924| 964 -4.0 14.2 15.0 -8 3103 2540 598.7
185 -59| 96.2| 102.8 -6.5 16.4 15.7 .6 316.1|  256.8 640.4
118.2 -14| 100.1| 101.7 -1.6 16.7 16.5 2 3223 2608 687.1
134.5 -3.7| 111.7] 1148 =31 19.1 19.7 -6 3285 2637 752.9
157.5 -8.6| 124.4| 1370 -126| 244| 204 4.0 34041  266.6 811.8
1781 -252| 1281| 1558| -27.7| 249| 223 2.6 368.7| 289.5 866.6
183.6 32| 157.9| 1584 =5 290 252 3.7 365.8| 278.1 948.6
195.6 -2.8| 159.3| 168.0 -8.7| 335 27.6 5.9 3809 2832 1,012.2
210.2 =23.0 1513] 1773 -26.1 35.8 32.8 3.0 408.2 303.0(| 1,079.9
230.7 =234 1674] 1935 -26.1 39.9 37.2 2.7 4359 32241 11783
2457 -14.9| 1847| 200.0 =152 46.1 457 3 466.3 34091 1,307.6
269.4 -6.1| 209.3| 216.5 =712 53.9 52.9 1.1 483.9 343.71| 1,439.3
332.3 -53.2| 216.6| 270.8 -54.1 62.5 61.6 9 5419 394.71 1,560.7
371.8 =73.71 231.7| 301.1 -69.4 66.4 70.7 -4.3 629.0 4774 1,736.5
96.0 -14.7 63.2 17.3 -14.1 18.0 18.7 -7 643.6 4955 456.7
409.2 -53.7| 2787| 3287 -49.9 76.8 80.5 -3.7 706.4 549.11| 19743
458.7 -59.2| 3142| 369.6 =554 85.4 89.2 -3.8 776.6 607.11| 2,217.0
5040 -40.7| 365.3| 4049| -396| 980| 99.1 -1.1 829.5| 640.3|| 2,500.7
5909 -73.8| 4039| 477.0f -73.1| 1132| 1139 -7 909.0 7119 2,726.7
6782 -79.0| 469.1| 543.0f -739| 130.2| 1353 -5.1 994.8|  789.4| 3,054.7
7457 | -128.0| 474.3| 5949| -1206| 1435| 1509 74| 11373| 92461 3,227.6
808.4| -207.8| 453.2| 660.9| -207.7| 147.3| 1474 -1) 1371.7] 1,137.3|| 3,440.7
8519| -185.4| 500.4| 685.7| -1853| 166.1| 166.2 1] 1,564.6| 1,307.0|| 3,840.2
946.4| -212.3| 547.9| 769.4| -2215| 186.2| 1769 9.2|| 1817.4] 1507.3| 41415
990.4| -221.2| 569.0| 806.9| -237.9| 200.2| 1835 16.7| 2,1205| 1,740.6| 44124
004.1| -149.7| 641.0| 809.3| -168.4| 213.4| 19438 18.6|| 2,346.0| 1,889.8| 4,647.1
1,0645| -155.2| 667.8| 860.1| -192.3| 241.5| 2044 37.1| 2,601.1| 2,051.6|| 5,008.6
1,1438| -152.6| 727.5| 932.9| -2054| 263.7| 2109 52.8 (| 2,867.8| 2,190.7|| 5,400.5
25311 -221.0| 750.4|1,028.1| -277.6| 281.7| 2251 56.6 || 3,206.3| 2,411.6| 57354
1,324.3| -269.2| 761.2|1,082.6| -321.4| 2939 2417 52.2|| 3,598.2| 2,689.0|| 5935.1
3816 -290.3| 788.9]1,129.3| -340.4| 302.4| 2523 50.1 (| 4,001.8| 2,999.7|| 6,239.9
409.5| -255.1| 842.5|1,1429| -3004| 311.9| 266.6 453 4,351.0| 3,2484| 6,575.5
461.9| -2032| 923.7|1,1825| -2588| 3350| 279.4 55.7(| 4,643.3| 3,433.1|| 6,961.3
5159 | -164.0/1,000.9]1,227.2| -226.4| 351.1| 288.7 62.4 1| 4,920.6| 3,604.4| 73258
560.6 | -107.4|1,085.7|1,259.7| -174.0| 367.5| 300.9 66.6 || 5181.5| 3,734.1|| 7,694.1
6013 | -21.9/1187.4|1,290.7| -103.2| 392.0| 310.6 8141 5369.2| 3,772.3| 81824
652.7 69.3(1,306.2|1,336.1| -29.9| 4158| 316.6 99.2(| 54782 3,721.1|| 8627.9
702.0 125.6 | 1,383.2| 1,381.3 19| 4445] 3208 123.7|| 5,605.5| 3,632.4] 9,125.3
789.2 |  236.2|1544.9| 14585 86.4| 480.6| 330.8 149.8 || 5628.7| 3,409.8| 9,709.8
863.2 128.2|1,4839| 15164 -324| 507.5| 346.8 160.7 || 5,769.9| 3,319.6 10,057.9
0112 -157.8|1,338.1|1,6555| -317.4| 5153| 355.7 159.71| 6,198.4| 3,540.4 | 10,377.4
160.1| -377.6{1,258.7|1,797.1| -538.4| 523.8| 363.0 160.8 || 6,760.0| 3,913.4| 10,808.6
293.0| -412.7]1,3455|1913.5| -568.0| 534.7| 379.5 155.2 || 7,354.7| 4,2955| 11,517.5
472.2| -3183|1576.412,0700| -493.6| 577.5| 402.2 17531 7,905.3| 4,592.2 (| 12,265.8
6554 | -248.2|1,798.9|2233.4| -4345| 6084| 422.1 186.3 || 8,451.4| 4,829.0 | 13,061.1
7843 | -244.211906.0|2333.0| -427.0| 634.1| 4513 182.8 || 9,007.8| 5,083.3| 13,761.2
9019 -239.4|1988.4|2439.3| -450.9| 674.1| 462.5 2116 9,575.5| 534541 14,515.0
Note.—Through fiscal year 1976, the fiscal year was on a July 1-June 30 basis; beginning October 1976 (fiscal year 1977), the fiscal year

is on an October 1-September 30 basis. The transition quarter is the 3-month period from July 1, 1976 through September 30, 1976.
See Budget of the United States Government, Fiscal Year 2008, for additional information.

Sources: Department of Commerce (Bureau of Economic Analysis), Department of the Treasury, and Office of Management and Budget.
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TABLE B—79.—Federal receipts, outlays, surplus or deficit, and debt, as percent of gross domestic
product, fiscal years 1934-2008
[Percent; fiscal years]

Outlays Surol Federal debt (end of period)
) ) . urplus or
Fiscal year or period Receipts Total National deficit (-) Gross Held by
defense Federal public

48 10.7 =59

52 9.2 -4.0

50 10.5 =55

6.1 86 -2.5

1.6 7.1 -1
7.1 10.3 -3.2 54.2 46.6
6.8 9.8 1.7 -3.0 524 442
7.6 12.0 5.6 4.3 50.4 12.3
10.1 24.3 17.8 -14.2 54.9 47.0
13.3 436 37.0 -30.3 79.1 70.9
20.9 436 37.8 -22.7 97.6 88.3
204 419 375 -21.5 117.5 106.2
17.6 248 19.2 -1.2 1217 108.6
16.5 14.8 55 1.7 110.3 96.2
16.2 11.6 36 46 98.4 84.5
145 14.3 49 2 93.2 79.1
14.4 15.6 50 -1.1 9.1 80.2
16.1 14.2 74 1.9 79.6 66.9
19.0 19.4 13.2 -4 743 61.6
18.7 204 14.2 -1.7 713 58.6
18.5 18.8 13.1 -3 718 59.5
16.6 17.3 10.8 -8 69.5 574
17.5 16.5 10.0 9 63.8 52.0
17.8 17.0 10.1 8 60.5 18.7
17.3 17.9 10.2 -6 60.7 49.2
16.1 18.7 10.0 -2.6 58.5 47.8
17.9 17.8 9.3 1 56.1 457
17.8 18.4 9.3 -6 55.1 449
17.6 18.8 9.2 -13 53.4 43.7
17.8 18.6 89 -8 51.8 42.4
17.6 18.5 8.6 -9 494 40.1
17.0 17.2 74 -2 46.9 38.0
17.4 17.9 7.1 -5 43.6 35.0
18.3 19.4 838 -1.1 41.9 32.8
17.7 20.6 9.5 -2.9 42.5 334
19.7 19.4 8.7 3 38.6 293
19.0 19.3 81 -3 37.6 28.0
17.3 19.5 7.3 -2.1 37.8 28.1
17.6 19.6 6.7 -2.0 37.0 274
17.7 18.8 5.9 -1.1 35.7 26.1
18.3 18.7 55 -4 336 239
17.9 21.3 55 -34 347 253
17.2 214 5.2 4.2 36.2 21.5
17.8 21.0 49 -3.2 35.2 27.1
18.0 20.7 49 -2.1 35.8 21.8
18.0 20.7 47 -2.7 35.0 214
18.5 20.2 47 -1.6 332 25.6
19.0 21.7 49 -2.1 333 26.1
19.6 222 52 -2.6 32,6 25.8
19.1 2311 5.7 -4.0 35.2 28.6
17.5 235 6.1 -6.0 39.9 33.1
174 222 59 -4.8 40.7 34.0
17.7 229 6.1 -5.1 439 36.4
17.4 224 6.2 -5.0 18.1 39.4
18.4 21.6 6.1 -3.2 50.5 40.7
18.2 21.3 58 -3.1 51.9 41.0
18.4 212 5.6 -2.8 53.1 40.6
18.0 21.8 52 -3.9 55.9 42.0
17.8 223 46 -4.5 60.6 453
17.5 22.1 48 -4.7 64.1 48.1
17.6 214 44 -3.9 66.2 494
18.1 21.0 4.0 -2.9 66.7 49.3
18.5 20.7 37 2.2 67.2 49.2
18.9 203 35 -14 67.3 48.5
19.3 19.6 33 -3 65.6 46.1
20.0 19.2 31 8 63.5 43.1
20.0 18.7 3.0 14 61.4 39.8
209 18.4 3.0 24 58.0 35.1
19.8 18.5 3.0 13 574 33.0
17.9 19.4 34 -15 59.7 341
16.5 20.0 3.7 -35 62.5 36.2
16.3 19.9 4.0 -3.6 63.9 37.3
17.6 20.2 4.0 -2.6 64.4 374
18.4 203 4.0 -1.9 64.7 37.0
( 18.5 20.2 42 -1.8 65.5 36.9
2008 (estimates) ... 18.3 20.0 42 -1.6 66.0 36.8

Note.—See Note, Table B—78.
Sources: Department of the Treasury and Office of Management and Budget.
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TABLE B—80.—Federal receipts and outlays, by major category, and surplus or deficit, fiscal years

—
W= = O WOO~NUT £ WUWWNINININ N —

1940-2008
[Billions of dollars; fiscal years]
Receipts (on-budget and off-budget) Outlays (on-budget and off-budget) Surplus
Social National o
Fiscal year Indi- | Cor- | insur- defense Inter- dEf_'c't
or vid- | pora- | ance na- 100 Social | Net (on-
period | Total | Ual | tion | and ouper | popy) Depart- | 10N | eaith | Medi-| COMe | 'Gory "V inter- | Other | budget
in in- | retire ment of | 4l care | secu- | °ri " | oo and
come | come | ment Total | petense | A rity y off-
taxes | taxes ceriepts military fairs budget)
6.5 09 12 18 27 9.5 L17/. 0.1}. 1.5/ 0.0/ 09] 53 -2.9
8.7 13 21 1.9 33| 137, 64]. BiE 1.9 1 9 41 4.9
14.6 33 47 2.5 42| 351 257|. BiE 1.8 A 11 54 -20.5
24.0 6.5 96 3.00 49| 786| 66.7]. B 1.7 20 15 70 -54.6
437 197 148 35 57| 913 79.1]. 2], 1.5 2| 22| 66 -47.6
452| 184| 16.0 35 73| 92.7] 83.0. 2], 1.1 331 31 -47.6
39.3] 16.1] 119 3.1 82| 552 427]. 2], 2.4 A4 411 36 -159
385/ 179| 86 34) 85| 345 128|. 2], 2.8 S 420 82 4.0
416 193 97 38 88| 298] 9.1). 2], 2.5 6| 43 85 11.8
394 156 112 38 89| 388 132]. 2. 3.2 gl 45 111 6
394 158 104 43| 89| 426 13.7]. 3. 11 8| 48| 142 -3.1
51.6] 216/ 141 57| 10.2| 455 23.6|. 3. 34| 16| 47| 84 6.1
66.2| 27.9| 212 6.4 106 67.7| 46.1]. 3. 37 21f 47] 81 -15
69.6] 29.8) 212 6.8 117\ 76.1| 52.8. 3. 38| 270 52| 91 6.5
69.7] 29.5| 211 7.2 119/ 709 49.3|. 3. 44) 34| 48 71 -1.2
65.5) 28.7| 17.9 79| 11.0| 684 42.7]. 3. 51| 441 49| 89 -3.0
746 32.2| 209 93| 122| 70.6| 425]. Al 47| 55/ 51| 101 39
80.0| 356 21.2| 10.0| 13.2| 76.6| 454]. 5. 54| 6.7] 54| 101 34
79.6] 347| 20.1) 11.2| 13.6] 82.4| 4638|. 5. 75| 82 56| 103 -2.8
79.2| 36.7| 17.3) 11.7] 135 92.1) 49.0|. . 82| 97| 58 155 -12.8
9250 407\ 215/ 147 156 92.2| 48.1]. 8l | 74| 116 69| 144 3
9441 413 2100 164 157| 97.7| 496|. | 97| 1250 6.7] 152 -3.3
99.7| 456 205/ 17.0| 16.5| 106.8| 523 1.2] ] 92| 144 69| 172 -71.1
106.6| 47.6| 216/ 19.8] 17.6| 111.3| 53.4 15 ] 93| 158/ 77| 183 -4.8
112.6) 48.7| 235 220/ 185 1185 54.8 18] ] 97| 166/ 82| 226 -59
116.8| 48.8| 255 22.2| 20.3| 1182 506 18] | 95) 17.5/ 86| 250 -14
130.8| 55.4| 30.1| 255 19.8] 134.5 58.1 250 01f 97| 207 94| 285 -3.7
1488 61.5| 34.0/ 326 20.7| 157.5/ 714 34\ 27| 103 21.7| 103} 32.1 -8.6
153.0f 68.7| 287 339 21.7| 1781 819 441 46| 118/ 239/ 111} 351 -25.2
186.9| 87.2| 36.7| 39.0] 23.9| 1836 825 52| 57| 131| 27.3| 127 326 32
1928 90.4| 32.8/ 4441 252| 1956/ 817 591 62| 157| 30.3| 144) 372 -2.8
187.1| 86.2| 26.8| 47.3| 26.8| 210.2| 789 6.8| 6.6 229 359 148 40.0 -23.0
207.3|  947| 322| 52.6| 27.8) 230.7| 79.2 87| 1.5 27.7| 40.2| 155| 473 =234
230.8| 103.2| 36.2| 63.1| 283 245.7| 76.7 94| 81| 283| 49.1| 17.3| 528 -149
263.2| 119.0) 386 75.1| 30.6| 269.4| 79.3 10.7) 96| 33.7| 55.9| 21.4| 529 -6.1
279.1| 122.4| 406 845 315/ 3323 86.5 129/ 129| 50.2| 64.7| 23.2| 748 -53.2
298.1| 131.6| 41.4| 908 343 371.8| 89.6 15.7| 15.8| 60.8| 73.9| 26.7| 82.7 =137
81.2| 388/ 85 252/ 88 96.05 223 391 43| 150| 19.8] 69| 214 -147
355.6| 157.6/ 54.9| 106.5| 36.6| 409.2| 97.2 7.3 193] 6111 8511 29.9| 93.0 -53.7
399.6| 181.0/ 60.0| 121.0{ 37.7| 458.7| 104.5 85| 228| 61.5( 93.9| 355|1147 -59.2
463.3| 217.8| 65.7| 138.9| 40.8| 504.0| 116.3 0.5 26.5| 66.4| 104.1| 42.6| 120.2 -40.7
517.1| 244.1| 64.6| 157.8| 50.6| 590.9| 134.0 32| 32.1| 86.6| 118.5] 52.5|131.3 -73.8
599.3| 285.9| 6l.1| 182.7| 69.5| 678.2| 157.5 6.9 39.1| 100.3| 139.6| 68.8| 133.0 -79.0
617.8| 297.7| 49.2| 201.5| 69.3| 745.7| 185.3 74| 46.6| 108.2| 156.0| 85.0| 125.0/ -128.0
600.6| 288.9| 37.0| 209.0( 65.6| 808.4 209.9 86| 52.6|123.0{ 170.7| 89.8| 121.8| -207.8
666.5| 298.4| 56.9| 239.4| 71.8| 851.9| 2274 04| 57.5|113.4|178.2| 111.1| 117.9) -1854
734.1| 3345 61.3| 265.2| 73.1) 946.4| 252.7 35| 65.8]129.0| 188.6 129.5| 131.0/ -212.3
769.2| 349.0/ 63.1| 283.9| 73.2| 990.4| 2734 59| 70.2| 120.6| 198.8| 136.0| 141.4| -221.2
854.4| 392.6| 83.9| 303.3| 74.6/1,004.1| 282.0 0.0 75.1|124.1] 207.4| 138.6| 125.3| -149.7
909.3| 401.2| 94.5| 334.3| 79.3/1,064.5| 290.4 45| 789|130.4|219.3| 151.8| 138.8| -155.2
991.2| 445.7| 103.3| 359.4| 82.8/1,143.8| 303.6 8.4| 85.0|137.4] 232.5 169.0| 158.4| -152.6
93.5 91.7 77| 98.1
1,055.1| 467.8| 98.1 93.2 1.2 104.5
100.3 01.4 9.5/ 119.0
17.5 99.0 9.4| 130.6
0.4 13.8 7.1 1
7.0 20.2 54 .
1.8 15.5 9.4
3 20.3 3.8
¥ 2.9 14
7 .
3
1

,091.3| 476.0 4137) 1 1,381.6 119.0 199.6| 287.6| 199.3| 172.2| -290.3
,154.5 . 4283 .0[1,409.5 291.1 130.6] 210.0| 304.6| 198.7| 158.0| -255.1
1258.7| 543.1| 14 461.5/ 113.8/1,461.9| 281.6 14471 217.2| 319.6| 202.9| 171.7| -203.2
,351.9| 590.2| 15 4845/ 120.2|1,515.9| 272.1 159.9] 223.8| 335.8| 232.1| 160.3| -164.0
A453.2| 656.4| 17 509.4| 115.5/1,560.6| 265.8 174.21 229.7| 349.7| 241.1| 167.3| -107.4
,579.4| 737.5| 182.3| 539.4| 120.3/1,601.3| 270.5 190.0{ 235.0| 365.3| 244.0| 157.4] =219
,122.0| 828.6| 188.7| 571.8| 132.9/1,652.7| 268.2 192.8] 237.8| 379.2| 241.1| 189.0

,827.6| 879.5| 184.7| 611.8| 151.7|1,702.0| 274.8 141.1| 190.4| 242.5| 390.0| 229.8| 218.2 125.6
,025.5/1,004.5| 207.3| 652.9| 160.9/1,789.2| 294.4 154.5197.1| 253.7| 409.4| 222.9| 239.9 236.2
,991.4| 994.3| 151.1| 694.0/ 152.0/1,863.2| 304.8 172.3| 217.4| 269.8| 433.0| 206.2| 243.4 128.2
,853.4| 858.3| 148.0| 700.8| 146.2|12,011.2| 348.5 196.5( 230.9| 312.7| 456.0| 170.9| 273.3| -157.8
,782.5| 793.7| 131.8| 713.0| 144.1/12,160.1 404.8 219.6| 249.4| 334.6| 474.7 153.1| 302.7| -377.6
,880.3| 809.0| 189.4| 733.4| 148.5/2,293.0| 455.8 240.1| 269.4| 333.1| 495.5| 160.2| 311.9| -412.7
,153.9 783| 794.11 154.2|12,472.2| 4953 250.6/ 298.6| 345.8| 523.3| 184.0| 339.9] -318.3
,407.3/1,043.9] 3563.9| 837.8| 171.6/2,655.4| 521.8 252.8| 329.9| 352.5| 548.5| 226.6| 393.8| -248.2
,540.111,168.8| 342.1| 873.4| 155.8/2,784.3| 571.9 268.5| 372.3| 365.4| 586.5| 239.2| 345.5| -244.2
662.5/1,246.6| 314.9| 927.2| 173.72,901.9| 606.5 280.6| 391.6| 380.8| 612.5 261.3| 332.3| -239.4

L Estimates.

Note.—See Note, Table B—78.
Sources: Department of the Treasury and Office of Management and Budget.
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TABLE B—81.—Federal receipts, outlays, surplus or deficit, and debt, fiscal years 2003—-2008

[Millions of dollars; fiscal years]

Actual Estimates
Description
2003 2004 2005 2006 2007 2008

RECEIPTS AND OUTLAYS:

Total receipts 1,782,532 | 1,880,279 | 2,153,859 | 2,407,254 | 2,540,096 | 2,662,474

Total outlays 2,160,117 | 2,293,006 | 2,472,205 | 2,655,435 | 2,784,267 | 2,901,861
Total surplus or defiCit (=) w...oovvvveeeenecnriiercrreriiiseens -377,585 | 412,727 | -318346 | -248,181 | -244,171 | -239,387

On-budget receipts 1,258,690 | 1,345534 | 1576,383 | 1,798,872 | 1,905,966 | 1,988,389

On-budget outlays 1,797,108 | 1,913,495 | 2,069,994 | 2,233,366 | 2,332,984 | 2,439,334
On-budget surplus or deficit (=) .ooovvererevrereiieriees -538,418 | 567,961 | -493,611 | -434,494 | -427,018 | -450,945

Off-budget receipts 523,842 534,745 577,476 608,382 634,130 674,085

Off-budget outlays 363,009 379,511 402,211 422,069 451,283 462,527
Off-budget surplus or deficit (=) oooveeerrecrrverirencrrienns 160,833 155,234 175,265 186,313 182,847 211,558

OUTSTANDING DEBT, END OF PERIOD:

Gross Federal debt 6,760,014 | 7,354,673 | 7,905,300 | 8,451,351 | 9,007,765 | 9,575,497
Held by Federal Government accounts .............cccooeevveee. 2,846,570 | 3,059,129 | 3,313,088 | 3,622,378 | 3,924,487 | 4,230,058
Held by the public 3913443 | 4295544 | 4592213 | 4828973 | 5,083,278 | 5345439

Federal Reserve SyStem ........ocomeineeiinciens 656,116 700,341 736,360 768,924
her 3,257,327 | 3,595,203 | 3,855,853 | 4,060,049 | ... .

RECEIPTS: ON-BUDGET AND OFF-BUDGET ... 1,782,532 | 1,880,279 | 2,153,859 | 2,407,254 | 2,540,096 | 2,662,474

Individual income taxes 793,699 808,959 927,222 | 1,043908 | 1,168,846 | 1,246,614

Corporation income taxes 131,778 189,371 278,282 353,915 342,057 314,941

Social insurance and retirement receipts ......oocooeceeriiriiies 712,978 733,407 794,125 837,821 873,371 927,195
On-budget 189,136 198,662 216,649 229,439 239,247 253,110
0ff-budget 523,842 534,745 577,476 608,382 634,130 674,085

Excise taxes 67,524 69,855 73,094 73,961 57,062 68,106

Estate and gift taxes 21,959 24,831 24,764 27877 25,277 25,705

Customs duties and fees 19,862 21,083 23,379 24810 26,766 29,223

iscell receipts 34,732 32,773 32,993 44,962 46,711 50,690
Deposits of earnings by Federal

Reserve System 21,878 19,652 19,297 29,945 32,638 36,115

All other 12,854 13,121 13,696 15,017 14,073 14,575

OUTLAYS: ON-BUDGET AND OFF-BUDGET .........cooovvvvveerrrarrnes 2,160,117 | 2,293,006 | 2,472,205 | 2,655,435 | 2,784,267 | 2,901,861

National defense 404,778 455,847 495,326 521,840 571,869 606,546

International affairs 21,209 26,891 34,595 29,549 35,071 36,149

General science, space and technology ...........cccoveeeee 0,873 3,053 23,628 23,616 24,862 26,636

Energy -735 -166 429 782 1,836 1,405

Natural resources and environment ...........ccccoooeereereererns 29,703 30,725 28,023 33,055 35,203 32,904

Agriculture 22,497 15,440 6,566 25,970 20,116 19,869

Commerce and housing credit ...........ccoomveonereernnrcerneneirinnens 728 5,266 7,567 6,188 210 -2,040
On-budget 5973 9,396 9,358 7,263 -2,432 247
0ff-budget -5,245 -4,130 -1,791 -1,075 2,642 -2,287

Transportation 67,069 64,627 67,894 70,244 74,607 79,282

Community and regional development 18,850 15,822 26,264 54,531 32,606 24,652

Education, training, employment, and social services ........ 82,603 87,990 97,567 118,560 93,957 82,732

Health 219,576 240,134 250,614 252,780 268,543 280,620

Medicare 249,433 269,360 298,638 329,868 372,252 391,646

Income security 334,632 333,059 345,847 352,477 365,371 380,815

Social security 474,680 495,548 523,305 548,549 586,538 612,505
On-budget 13,279 14,348 16,526 16,058 19,359 19,965
0ff-budget 461,401 481,200 506,779 532,491 567,179 592,540

Veterans benefits and services .. 57,022 59,779 70,151 69,842 72,401 83,361

Administration of justice 35,340 45,576 40,019 41,016 45,307 46,960

General government 23,168 22,347 17,010 18,215 18,761 20,739

Net interest 153,073 160,245 183,986 226,603 239,153 261,276
On-budget 236,618 246,473 275,822 324,325 345,402 375,894
0ff-budget -83,545 -86,228 -91,836 -97,722 | -106,249 | -114,618

All e 7,428 2,061

Undistributed offsetting receipts ... -54,382 -58,537 -65,224 -68,250 -81,824 -86,257
On-budget -44,780 -47,206 -54,283 -56,625 -69,535 -73,149
0ff-budget -9,602 -11,331 -10,941 -11,625 -12,289 -13,108

Note.—See Note, Table B—78.

Sources: Department of the Treasury and Office of Management and Budget.
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TABLE B—82.—Federal and State and local government current receipts and expenditures, national
income and product accounts (NIPA), 1959-2006
[Billions of dollars; quarterly data at seasonally adjusted annual rates]

Total government Federal Government State and local government Agden-
um:
Grants-
Net A
Net in-aid
Net State and
Year or Federal to
Current govern- Current Current local
quarter Current expendi- ment Current expendi- Govern- | Current expendi- | govern- State
receipts tures saving receipts tures ment receipts tures ment and
(NIPAY ?ﬁ}lll’rl\% saving gmﬂ]
(NIPA) ments
123.0 115.8 7.1 87.0 83.6 33 40.6 36.9 38 38
1344 122.9 115 93.9 86.7 12 445 40.2 43 40
139.0 132.1 6.9 95.5 92.8 2.6 18.1 438 43 45
150.6 142.8 738 103.6 101.1 2.5 52.0 46.8 5.2 5.0
162.2 151.1 11.1 111.8 106.4 5.4 56.0 50.3 5.7 5.6
166.6 159.2 74 111.8 110.8 1.0 61.3 54.9 6.4 6.5
180.3 1704 9.9 120.9 117.6 33 66.5 60.0 6.5 12
202.8 192.8 10.0 137.9 135.7 2.3 74.9 67.2 18 10.1
217.6 220.0 -2.4 146.9 156.2 -9.4 82.5 75.5 7.0 117
252.0 246.8 5.2 171.2 1735 -2.3 93.5 86.0 15 12.7
283.4 266.7 16.7 192.5 183.8 8.7 105.5 97.5 8.0 14.6
286.7 294.8 -8.1 186.0 201.1 -15.2 120.1 113.0 7.1 19.3
303.4 3253 -21.9 191.7 220.0 -28.4 134.9 128.5 6.5 232
346.8 3555 -8.8 220.1 2444 =244 158.4 142.8 15.6 317
390.0 385.6 44 2504 261.7 -11.3 174.3 158.6 15.7 348
431.3 4358 -4.4 279.5 2933 -13.8 188.1 178.7 9.3 36.3
441.6 508.2 -66.6 277.2 346.2 -69.0 209.6 207.1 2.5 151
505.5 549.9 -44.4 3225 3743 -51.7 233.7 226.3 14 50.7
566.8 597.7 -31.0 363.4 407.5 -44.1 259.9 246.8 13.1 56.6
645.6 653.4 -7.8 4235 450.0 -26.5 287.6 268.9 18.7 65.5
728.2 726.5 1.7 486.2 497.5 -11.3 308.4 295.4 13.0 66.3
798.0 842.8 -44.8 532.1 585.7 -53.6 338.2 329.4 8.8 723
917.2 962.9 =457 619.4 672.7 =533 370.2 362.7 16 72.5
938.5 | 10726 -134.1 616.6 748.5 -131.9 391.4 393.6 -2.2 69.5
9994 | 1167.5 -168.1 642.3 815.4 -173.0 428.6 4237 49 716
1,112.5 | 1,256.6 -144.1 709.0 877.1 -168.1 480.2 456.2 23.9 76.7
12135 | 1366.1 -152.6 7733 948.2 -175.0 521.1 498.7 22.3 80.9
1,289.3 | 14591 -169.9 815.2 | 1,006.0 -190.8 561.6 540.7 21.0 87.6
1,403.2 | 15358 -132.6 896.6 | 10416 -145.0 590.6 578.1 12.4 83.9
1,502.2 | 16187 -116.6 958.2 | 1,092.7 -134.5 635.5 617.6 17.9 91.6
1,626.3 | 17356 -109.3 | 1,0374 | 11675 -130.1 687.3 666.5 20.8 98.3
1,707.8 | 1,872.6 -164.8 | 1,081.5 | 12535 -172.0 737.8 730.5 72 1114
1,758.8 | 1976.7 -217.9 | 1,101.3 | 13150 -213.7 789.2 7933 4.2 1316
1,843.7 | 21404 -296.7 | 1,147.2 | 14446 -297.4 845.7 845.0 7 149.1
1,9458 | 22184 -272.6 | 1,2225| 1,496.0 -273.5 886.9 886.0 9 163.7
2,089.0 | 2,290.8 -201.9 | 1,320.8 | 1,533.1 2123 942.9 932.4 10.5 1747
22126 | 2,397.6 -184.9 | 1,406.5| 16035 -197.0 990.2 978.2 12.0 184.1
2,376.1 | 2,492.1 -116.0 | 1,524.0 | 1,665.8 -1418 | 1,0433| 10175 25.8 191.2
2,551.9 | 2,568.6 -16.7 | 1,653.1| 1,708.9 -55.8 | 1,097.4 | 1,058.3 39.1 198.6
2,724.2 | 2,633.4 90.8 | 1,773.8 | 17349 388 | 11632 | 11112 52.0 212.8
2,895.0 | 2,741.0 1540 | 1,891.2 | 1,787.6 1036 | 1,236.7 | 1,186.3 50.4 2329
31259 | 2,886.5 23941 2,053.8 | 18644 189.5 | 1,3195| 1,269.5 50.0 2473
3,113.1 | 3,061.6 515 | 2,016.2| 1,969.5 46.7 | 13730 | 13682 48 276.1
2,958.7 | 3,240.8 -282.1 | 18532 | 2,101.1 -247.9 | 1410.1 | 14443 -34.2 304.6
30356 | 34281 -392.5| 18799 | 2,252.1 -372.1 | 14942 | 15145 -20.4 3385
32445 | 36394 -394.9 | 2,001.0 | 2,383.0 -382.0 | 15926 | 16055 -12.9 349.0
3,586.3 | 3,898.8 -312.5| 2,246.8 | 25559 -309.2 | 1,700.6 | 1,703.9 -3.3 361.1
30127 | 3,364.1 -351.4 | 18889 | 2179.0 -290.2 | 14358 | 1497.0 -61.2 3119
3,035.3 | 3,428.0 -392.7 | 19033 | 22688 -365.5 | 14742 | 15014 -21.2 3422
2,9883 | 3,447.9 -459.6 | 18173 | 22688 45141 15168 | 15250 -8 3459
3,106.0 | 3,472.3 -366.3 | 19102 | 22917 -381.5 | 15499 | 15348 15.2 354.2
3,158.8 | 3,574.5 -415.7 | 1,9454 | 23464 -401.0 | 15529 | 1,567.6 -14.7 339.5
32187 | 3,613.0 -394.3 | 1,9856 | 2,366.3 -380.6 | 15829 | 1596.5 -13.6 349.8
32582 | 3,661.2 -402.9 | 2,013.0 | 23936 -380.6 | 15909 | 16132 -223 345.7
3,342.3 | 3,708.9 -366.6 | 2,059.9 | 24256 -365.7 | 16436 | 16445 -9 361.2
3,530.8 | 3,807.4 -276.6 | 2,2145 | 2502.0 -287.6 | 16722 | 1661.2 10.9 3559
3,583.4 | 3,860.6 =277.1| 22403 | 25299 -289.6 | 17029 | 1690.5 12.4 359.8
35184 | 39338 4154 | 2,1824 | 25785 -396.0 | 16978 | 1717.2 -19.3 361.9
. 37125 | 39933 -280.8 | 2,349.8 | 26133 -263.6 | 17296 | 1746.8 -17.2 366.8
2006:1 ... 3,895.1 | 4,029.3 -1343 | 24909 | 26379 -147.0 | 17554 | 17427 12.7 3513
Il 3,961.6 | 4,098.6 -136.9 | 2,5232 | 2,686.2 -163.1 | 17955 17694 26.1 357.0
. 41735 -175.8 | 2,564.7 | 2,730.2 -1656 | 17987 | 18089 -10.2 365.6

Note.—Federal grants-in-aid to State and local governments are reflected in Federal current expenditures and State and local current re-
ceipts. Total government current receipts and expenditures have been adjusted to eliminate this duplication.

Source: Department of Commerce, Bureau of Economic Analysis.
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TABLE B—83.—Federal and State and local government current receipts and expenditures, national
income and product accounts (NIPA), by major type, 1959-2006

[Billions of dollars; quarterly data at seasonally adjusted annual rates]

Current receipts

Current expenditures

Current tax receipts Cobn— c
tribu- urrent
: Con- Net
Taxes tions Current | surplus Current
Yeartor P on Taxes for trans- 0% S;’-mp' trans- |Interest Sub gover{l—
quarter | 1ota| er-l produc- on govern- fer | govern- on fer pay- .g-' men
Total! ci?p:nt tion C?g?g' ment re- | ment :r)l(&i— pay- | ments | SIUIES | saving
taxes | and in. | social ceipts | enter- ptures ments
im- | e | insur- prises
ports ance
42.3 41.1) 236 13.8 0.8 1.0 80.7| 268 73] 11 71
46.1 446 227 16.4 9 9 833 280, 104 11 115
47.3 47.0 228 17.0 1.1 8 88.2| 318 102 20 6.9
51.6 504 240 19.1 1.2 9 96.8| 326/ 111} 23 78
54.6 53.4| 262 21.7 1.3 14 102.7) 341 12.0] 22 11.1
52.1 57.3| 28.0 224 1.6 1.3 108.6| 349 129 27 14
57.7 60.8| 309 234 1.9 1.3 1159 378/ 137/ 3.0 9.9
66.4 633 337 31.3 2.2 1.0 132.0f 418 151 39 10.0
73.0 68.0| 327 349 2.5 9 149.7) 50.1| 164 38 =24
87.0 76.5| 394 38.7 2.6 1.2 165.8| 581 188 42 5.2
104.5 84.0 397 141 2.7 1.0 1782 63.7 202| 45 16.7
103.1 915 344 16.4 2.9 0 190.2| 76.8] 23.1| 48 -8.1
101.7{ 100.6| 37.7 51.2 3.1 -2 2047\ 916 245 47| -21.9
1236 108.1] 419 59.2 3.6 5 220.8| 102.2| 26.3| 6.6 -8.8
1324 117.3] 493 75.5 3.9 -4 234.8| 1142| 313] 52 44
151.0f 125.0{ 518 85.2 45 -9 261.7| 134.7) 356 33 4.4
1476 1355 509 89.3 5.1 -3.2 2946\ 169.2| 400 45| -66.6
1723 146.6] 64.2] 1013 5.8 -1.8 316.6| 181.9| 463| 51| -444
1975 159.9] 73.0] 1131 6.8 -2.6 346.6| 1933| 508/ 7.1| -31.0
2294 171.2| 835 1313 8.0 -1.9 376.5( 207.9] 60.2] 89 -1.8
268.7| 180.4| 88.0| 152.7 9.1 -2.6 412.3| 2326 729| 85 1.7
298.9| 2007 84.8| 166.2 10.7 -4.8 4659| 278.0 89.1| 9.8 448
3452 236.0) 8L.1| 1957 12.3 -4.9 520.6| 314.2| 116.7| 11.5| -457
35411 2413| 63.1] 2089 14.8 -4.0 568.2| 350.5| 138.9| 15.0| -134.1
352.3| 2637 77.2| 226.0 16.8 -3.1 610.6| 378.4| 156.9| 21.2| -168.1
3774 290.2| 94.0| 257.5 19.6 -1.9 657.6| 390.9 187.3| 21.0| -144.1
417.4) 3085 965/ 2814 23.0 8 720.2| 4157 208.8| 21.3| -152.6
437.3| 3237 1065/ 3034 25.6 1.3 776.1| 4419| 216.3| 24.8| -169.9
A 489.1  347.9| 127.1] 3231 26.8 1.2 815.2| 459.7| 230.8| 30.2| -132.6
1,019.4| 505.0( 374.9| 137.2| 3615 282 25 852.8| 488.8| 247.7| 29.4| -116.6
1,109.7| 566.1| 399.3] 141.5] 3852 322 49 901.4| 533.1| 274.0| 27.2| -109.3
81,1619 592.8| 4255 140.6| 410.1 35.6 1.6 964.4| 586.1| 295.3| 26.8| -164.8
.8/ 1,180.3| 586.7| 457.5| 133.6] 430.2 44.6 5.7 1,014.1| 6225 312.7| 27.3| -217.9
711,240.2| 610.6| 483.8| 143.1| 455.0 50.5 7.6 1,047.8| 7495 3132 29.9| -296.7
.8/ 1,318.2| 646.6| 503.4| 1654 4777 55.1 7.2 1,072.2| 796.3| 313.6| 36.4| -272.6
.0 1,426.1| 690.7| 545.6| 186.7| 508.2 59.5 8.6 1,104.1| 831.2| 3234| 32.2| -201.9
6115172 7441| 5582 211.0f 5328 59.1 11.4 1,136.5( 872.5| 354.6| 34.0/ -1849
111,642.01 832.1| 581.1| 223.6| 555.2 66.0 12.7 11711 921.4| 365.3| 34.3| -116.0
911,780.5( 926.3| 612.0| 237.1| 587.2 67.9 12.6 1,216.6| 947.8| 3714| 32.9| -16.7
2| 1,911.7(1,027.0f  639.8] 239.2| 624.2 75.5 10.3 1,256.0{ 969.6| 372.4| 354 90.8
.0(2,036.21,107.5| 674.0| 248.8| 661.4 80.6 10.1 1,334.0{1,005.5| 357.3| 44.2| 154.0
.912,206.8(1,235.7|  708.9| 255.0{ 7027 93.7 53 1,417.111,062.4| 362.8| 443 2394
112,168.011,237.3| 728.6] 194.9] 7311 101.8 -14 1,501.6/1,160.6| 344.1| 553 515
.712,004.5(1,051.8| 762.8| 182.6] 750.0 104.9 9 1,616.9/1,270.4| 315.1| 38.4| -282.1
.6/2,050.311,001.1| 807.2| 233.1| 7786 109.2 1.7 1,736.5(1,343.2| 300.6| 47.9| -392.5
512,211.111,049.8| 864.0| 287.6| 826.4 116.6 -5.0 1,854.8(1,427.2| 312.7| 44.7| -394.9
.312,520.71,203.1|  922.4| 384.4| 880.6 102.1) -154 1,975.7|1,517.8| 348.0| 57.3| -312.5
712,041.8(1,022.7| 787.5| 224.1| 7654 106.3 54 1,702.111,318.4| 303.0| 42.0{ -351.4
.312,053.7(1,023.7|  800.2| 219.4| 775.0 108.1 25 1,735.2|1,336.4| 299.5 55.6| -392.7
311,998.9 9426 8129 2355 7821 110.2 5 1,745.4/1,358.0) 298.1| 46.5| -459.6
.012,106.5(1,015.4| 828.0| 253.5| 7919 112.1 -1.5 1,763.4{1,359.9| 301.7| 47.3| -366.3
o .812,140.9/1,016.0f 8454| 269.8| 810.8 114.8 -2.3 1,816.1|11,410.2| 305.9| 43.7| -415.7
Il...(3,218.7|12,190.8/1,033.4| 858.2| 290.2| 819.8 117.0 -3.6 1,843.5(1,4183| 306.9| 42.8| -394.3
Il .. [3,258.2|12,222.6/1,061.6| 867.2| 2855 831.8 114.0 -5.6 1,871.41,4284| 317.1| 443 -4029
IV [3,342.3]12,290.0/1,088.2| 885.2| 304.8| 843.1 120.7 -8.6 1,888.3|1,452.01 320.7| 47.8| -366.6
2005: 1 3,530.8/2,457.2|1,157.9| 901.6| 386.3| 863.6 121.9 -9.1 1,932.6|1,498.7| 323.8| 52.3| -276.6
.. 13,583.412,499.9/1,191.8)  920.2| 378.6| 8715 1245 -113 1,953.6/1,505.8| 345.6| 55.6| -277.1
Il .. 3,518.412,520.8/1,215.0] 930.2| 364.2| 888.5 384 -27. 2,002.1/1,523.9| 349.6| 58.1| -4154
IV [3,712.5|12,604.8/1,247.6| 937.3| 408.4| 898.9 1236/ -133 2,014.5/1,542.8| 372.9| 63.1| -280.8
2006:1 ... [3,895.1/2,736.2|1,332.6] 952.5 440.7| 936.7 131.4 -9.2 2,059.7/1,561.2| 353.3| 55.1| -134.3
Il...[3,961.6/2,796.5/1,361.0| 966.4| 458.2| 938.8 134.1 =94 2,083.0/1,581.2| 382.0| 52.3| -136.9
Il .. 3,997.7|12,818.8/1,366.2| 968.6| 472.7| 948.9 136.9| -10.2 2,109.1/1,610.2| 402.4| 51.8/ -175.8

ncludes taxes from the rest of the world, not shown separately.

2Includes an item for the difference between wage accruals and disbursements, not shown separately.

Source: Department of Commerce, Bureau of Economic Analysis.

328



TABLE B—84.—Federal Government current receipts and expenditures, national income and product
accounts (NIPA), 1959-2006
[Billions of dollars; quarterly data at seasonally adjusted annual rates]

Current receipts

Current expenditures

Current tax receipts Con-
T ttr_ihu- In- c " CurrTnt Con- ¢ " Fl(\iet |
axes ions urrent| surplus urren edera
Yeartur P on Taxes for | %M€ | trans- opf s?.mp— trans- Intetr- Sub- |Govern-
quarter Total er-l produc- | . 9" | govern- r?'t fer | govern- | Total2 | UOM fer eSU1si- | ment
Total! ci?rn:nt tion cg;{)g— ment ce(;ﬁs re- ment p::(ii- pay—3 n?:zts dies | saving

taxes ?nqd in- Isnoscdil assets| CeIPLS T)rr];[:er; tures | MeNts

ports COME | “ance
733 38.5 12.2| 225 13.4] 0.0 04, -0.1 83.6| 50.0 262 63| 11 33
76.5 41.8 13.1| 214 16.0( 14 A -3 86.7| 49.8 275 84| 11 12
71.5 42.1 132|215 16.5 15 5 -5 92.8| 516 313 79] 20 26
83.3 46.5 142|225 186 17 5 -5 101.1] 57.8 323 86| 23 2.5
88.6 49.1 147|246 2100 1.8 6 -3| 1064 60.8 3411 93| 22 54
87.8 46.0 15.5) 26.1 217 1.8 7 -3| 110.8] 62.8 352 10.0| 27 1.0
95.7 51.1 15.5) 289 227] 19 1.1 -3| 117.6] 657 383 10.6| 3.0 33
104.8 58.6 145 314 305 21 1.2 -6| 1357 759 442) 116 39 2.3
109.9 64.4 15.2|  30.0 340/ 25 1.1 -6| 156.2| 87.1 52.6| 12.7| 3.8 -94
129.8 76.4 17.0{ 36.1 378 29 1.1 -3| 1735 954 59.3| 14.6| 41| -23
146.1 91.7 17.9] 36.1 431) 27 11 -5| 183.8| 984 65.1| 15.8| 45 8.7
138.0 88.9 18.2| 306 453] 3.1 1.1 -15| 201.1] 986 80.0| 17.7| 4.8] -15.2
138.7 85.8 19.1] 335 50.0/ 35 1.1 -16| 220.0 102.0 955 17.9| 4.6| -284
1584 102.8 18.6| 36.6 579/ 36 1.3]  -11| 2444|107.7| 1119 18.8| 6.6 -24.4
173.1f  109.6 199 433 740, 38 13| -1.8| 2617/ 108.9| 1249 22.8| 51| -113
1922 1265 20.2| 451 835/ 4.2 14| -1.8| 2933|118.0| 1457 26.0/ 3.2| -13.8
187.0{ 120.7 222| 436 875/ 49 1.5 -3.6| 346.2| 129.6| 183.5] 289| 43| -69.0
218.1| 1412 216 546 99.1] 59 1.6 -22| 3743|137.2| 1985 33.8| 49| -517
2474|1622 229/ 61.6] 1103] 6.7 1.9 =29 4075|1507 2129 37.1| 6.9] -441
286.9| 1889 256 714 127.9] 85 24| =21 450.0| 163.3| 232.7| 453| 87| -26.5
326.2| 2246 26.0| 744 1489 10.7 28| -23| 4975/ 179.0) 254.6| 55.7| 82| -11.3
355.9| 2500 3400 703 162.6] 13.7 35| -3.6/ 585.7|207.5 299.1| 69.7| 9.4| -53.6
408.1)  290.6 50.3| 65.7| 191.8] 183 38|  -2.5| 672.7|2383| 329.5| 939|111} -533
386.8| 295.0 41.4) 49.0{ 2049 222 52| -2.4| 7485|2633 3588 111.8]145|-131.9
393.6| 286.2 448 613 221.8/ 238 6.0 -29| 8154|2865 383.0| 124.6] 20.8| -173.0
4257 3014 47.8| 752 2528 26.6 73| -3.4| 877.11 310.0/ 396.5| 150.3| 20.6| -168.1
460.6/ 336.0 46.4) 76.3| 2765 29.1 94| -2.4| 9482|3384 419.3| 169.4| 20.9| -175.0
479.6|  350.1 440|838 297.5| 314 82| -1.5| 1,006.0| 358.2| 445.1| 178.2| 24.5| -190.8
544.0| 3925 46.3| 103.2| 3159| 279 10.7) -2.0| 1,041.6| 374.3| 452.9| 184.6| 29.9| -145.0
566.7| 402.9 50.3| 111.1] 353.1| 30.0| 108 -2.3| 1,092.7| 382.5| 481.9| 199.3| 29.0{ -134.5
621.7| 4515 50.2| 117.2| 376.3| 286 124 -1.6| 1,167.5/399.2| 522.0| 219.3| 26.8| -130.1
. 642.8| 4702 51.4| 118.1| 400.1] 30.2| 135 -5.1| 1,253.5|419.8] 569.9| 237.5| 26.4| -172.0
. 636.1| 4613 62.2| 109.9| 418.6] 30.1| 17.9] -1.4| 13150/ 439.5] 597.6| 250.9| 26.9| -213.7
. 660.4| 4753 63.7| 118.8| 441.8] 257| 194 -1| 1,444.6| 4452 718.7| 251.3| 29.5| -297.4
. 7134|  505.5 66.7| 138.5| 463.6| 262 21.1 -1.8| 1,496.0{ 441.9| 764.7| 253.4| 36.0| -273.5
. 781.9| 5427 79.4| 156.7| 493.7| 234 223 —-4] 1,533.1| 440.8| 799.2| 261.3| 31.8| -212.3
6.5 8451 586.0 759) 179.3| 519.2| 237 191 -.6| 1,603.5/ 440.5| 839.0 290.4| 33.7| -197.0
40| 9324 6634 73.2| 190.6] 542.8| 269 23.1 -1.2| 1,665.8| 446.3| 888.3| 297.3| 34.0| -141.8
3.1 1,030.6| 7443 782| 203.0 5764 259| 199 3| 1,708.9| 457.7|  918.8| 300.0| 32.4| -55.8
38| 1,116.8| 8258 81.1| 2042 6138 215/ 215 A1) 1,734.9) 454.6)  946.5| 298.8| 35.0] 388
12| 1,195.7| 893.0 839| 213.0| 651.6] 215 227 -3| 1,787.6| 475.1| 986.1| 282.7| 43.8| 103.6
3.8 13136/ 999.1 87.8| 219.4| 691.7) 252 257 -2.3| 1,864.4| 499.3| 1,038.1| 283.3| 43.8| 189.5
6.2| 1252.2| 9945 85.8| 164.7) 7175 249 27.1 -5.5| 1,969.5 531.9| 1,131.4| 258.6| 47.6| 46.7
32| 10755/ 8305 87.3| 150.5| 734.3] 20.2| 24.8/ -1.6| 2,101.1| 591.5| 1,243.0| 229.1| 37.5| -247.9
99| 10708/ 7745 89.7| 197.8| 758.9| 22.9] 25.0 23| 2,252.1| 662.7| 1328.7| 212.9| 47.8| -372.1
1.0] 1,150.2| 8014 946 2445 802.2| 22.1| 27.7| -1.2| 2,383.0| 724.5| 1,393.3| 220.9| 44.3| -382.0
6.8 1,366.2| 927.9| 101.1| 326.4| 8553 229 7.1 -4.9| 2,555.9| 768.6| 1,476.7| 253.8| 56.9| —=309.2
89| 1,092.7| 8044 90.0( 190.8| 747.6| 19.8| 24.2 46| 2,179.0| 636.9 1,285.1| 216.6| 41.9| -290.2
33| 1,097.0/ 8104 89.5| 186.5| 755.9| 23.0| 247 2.7| 2,268.8| 668.4| 1331.4| 212.4| 55.2| -365.5
73| 10045/ 708.2 88.8| 199.6| 761.7| 242 254 1.5| 2,268.8| 669.1| 1,342.1| 210.0| 47.5| -451.4
02| 1,089.1| 7747 90.3| 214.3| 7703 24.8] 257 4| 2,291.7| 676.5| 1,356.3| 212.5| 46.4| -381.5
54| 1,108.6| 776.0 93.6| 229.4| 787.8| 22.2| 267 1) 2,346.4 712.2| 1,376.7| 215.6| 43.4| -401.0
56| 1,141.0/ 7914 94.0| 246.5| 7958 21.7| 274 -.3] 2,366.3| 722.6| 1,384.5| 215.3| 42.4| -380.6
30| 1,156.9| 810.8 95.1| 242.8| 807.1] 22.0) 282 -1.3] 2,393.6|734.8| 1,390.0| 224.8| 43.9| -380.6
99| 11943 8275 95.8| 259.3| 817.9] 22.5| 28.6| -3.4| 2,425.6|728.3| 1,422.1| 227.7| 47.4| -365.7
45| 13280 891.2 97.9| 327.6| 8383 22.8/ 29.1 -3.7| 2,502.0{ 758.0| 1,461.2| 230.9| 51.9| -287.6
03| 13443 9109| 102.7| 321.4] 846.1| 23.8| 305 -4.5/ 2,529.9| 760.8| 1,461.8 252.1| 55.2| -289.6
.| 2,182.4| 1,364.2| 941.0( 102.4| 309.5| 863.2| 22.8/ —61.7| —6.0| 2,578.5| 784.3| 1,481.3| 255.2| 57.7| -396.0
IV .| 2,349.8| 14284 968.4| 101.6| 347.1| 873.8] 22.3| 30.6| -5.4| 2,613.3| 771.1| 1,502.4| 277.1| 62.7| -263.6
2006:1 ..... 2,490.9| 1,524.9| 1,039.2| 101.1| 374.3| 9119/ 233 32.2| -1.4| 2,637.9| 803.6| 1,522.0| 257.5| 54.7| -147.0
Il ... | 25232 1,553.2| 1,049.9| 103.0f 389.4| 914.1| 242 328 -1.1| 2,686.2| 802.3| 1,546.6| 285.4| 51.9| -163.1
... | 2,564.7| 1,582.9| 1,068.4| 101.3| 401.8) 924.2| 254, 33. -1.5| 2,730.2| 809.1| 1,564.8| 304.9] 51.4| -165.6

Tncludes taxes from the rest of the world, not shown separately.
2|Includes an item for the difference between wage accruals and disbursements, not shown separately.
31ncludes Federal grants-in-aid to state and local governments. See Table B-82 for data on Federal grants-in-aid.

Source: Department of Commerce, Bureau of Economic Analysis.
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TABLE B—85.—State and local government current receipts and expenditures, national income and
product accounts (NIPA), 1959-2006
[Billions of dollars; quarterly data at seasonally adjusted annual rates]

Current receipts

Current expenditures

Current tax receipts Con- Govern- Net

tribu- | Current Con- | ment State

Year or Tao’;es Taxes tms come %?;}l&sﬂt SLIrUpflLIS sump- | social |Inter-|g |3Q§|
quarter | oty sPo%rz;l produc- co?no- govern- cerie-ts fer- | govern- | Total?2 te'g[] begeflt east_ si- | govern-

Total tion PO~ ment p re- ment ; pay- | P& | digs | “ment

current and rate social on ceipts!| enter- pendi- | ments [ments saving

taxes im- in- | ihsur- | assets rises tures to
ports | €ome | Gnce p persons

40.6| 33.8 3.8 288 12 0.4 Ly 42 11 36.9 30.7 431 18 00 3.8
4451 3701 42 315 1.2 5 13 45 1.2 40.2 33.5 46/ 211 .0 43
4811 39.7 4.6 338 13 5 14 52 1.3 438 36.6 500 22) 0 43
520/ 428 5.0 36.3 1.5 5 15 58 14 468 39.0 53| 24) 0 5.2
56.0| 458 54 38.7 17 .6 16/ 64 1.6 50.3 41.9 57/ 271 0 5.7
61.3) 4938 6.1 418 18 7 19/ 73 1.6 54.9 458 62/ 29 0 6.4
66.5 539 6.6 4531 2.0 8 22/ 80 17 60.0 50.2 6.7/ 31 0 6.5
749 588 7.8 488 2.2 8 26| 111 1.6 67.2 56.1 76| 34) 0 78
825/ 64.0 8.6 528/ 26 9 3.0/ 131 1.5 75.5 62.6 92| 371 0 7.0
93.5| 734 106 595 33 9 35| 142 15 86.0 704 114/ 42/ 0 7.5
1055 825 128 66.0) 3.6 1.0 43) 162 1.5 97.5 79.9 132 44/ 0 8.0
1201 91.3| 142 733 37 11 52| 211 15 113.0 91.5 161 53 .0 7.1
1349 101.7| 159 815 43 12 55 252 14 1285 102.7 193] 65 .0 6.5
158.4| 1156/ 209 89.4) 53 13 59/ 340 16| 1428 1132) 220| 75 1 156
1743 1263| 22.8 9741 6.0 15 78| 313 15| 1586 126.0/ 241 85 .1 157
188.1| 136.0| 245/ 1048 6.7 17} 102] 393 9| 1787 1437) 253 96| .1 9.3
209.6/ 14741 269 1132) 73 18| 112] 487 A0 2071 1651 308 1L1] 2 2.5
2337 165.7| 311} 1250/ 96 22| 104 55.0 Al 2263 1795 341 125 2 74
259.9| 183.7| 354 1369 114 28| 117/ 614 3| 2468 1959|370 13.7] 2 131
287.6| 198.2| 405 1456 121 341 1470 711 3| 2689 2132 408| 149] 2 187
3084 212.0| 44.0) 1544 136 3.9) 201 727 -3 2954) 2333] 443) 172] 3 13.0
3382 230.0| 489 1667 145 3.6/ 263 795 -12) 3294) 2584\ 512 194| 4 8.8
370.2| 255.8| 546 1857 154 3.9) 3200 81.0] -24) 3627) 2823 57.1| 228/ 4 7.6
39141 273.2)  59.1) 2000f 1400 40/ 367 791} -16/ 3936 3049 612} 27.1] 5 22
4286 300.9| 66.1) 2189 159/ 41) 414 824 2| 4237 3241| 669 323 4 4.9
480.2| 337.3| 76.0| 2425 188 47  477) 89.0 15| 4562\ 34771 712) 370, A4 23.9
521.1) 3637 814 2621 202 49| 5491 945 3.2| 4987 3818 77.3] 394 3 22.3
561.6| 389.5| 872 279.7| 227 6.0/ 58.4| 105.0 2.8/ 540.7) 4179/ 843| 382 3 21.0
590.6| 422.1) 96.6| 3016/ 239 7.2| 58.1) 100.0 3.11 578.11 4409, 90.7| 462| 3 124
6355 452.8| 102.1) 3246 26.0 8.4 605 109.0 48 6176/ 4704) 985 484) A4 17.9
687.3) 488.0| 114.6) 349.1) 242 9.0/ 657 1181 6.5 666.5 502.1) 109.3] 546/ .4 20.8
737.8| 519.1| 1226| 3741| 225/ 10.0| 684 1335 6.7 730.5| 5446 127.7) 57.9| 4 7.2
789.2| 5443| 1253| 39563| 236/ 116/ 680 1582 7.1 7933 5746 156.5| 61.7| 4 42
8457/ 579.8| 1353 420.1) 244) 131} 648 1803 7.7) 84501 602.7) 180.0/ 619| .4 7
886.9| 604.7| 141.1) 4368 269 141} 614 1977 9.0/ 886.0] 6303 1952 60.2| .4 9
9429 644.2| 148.0) 4663 300/ 145 632 2119 9.0/ 9324 6633 206.7| 620/ .3 105
990.2| 672.1| 158.1) 482.4) 317\ 136 684| 224.1 120/ 9782 69.1] 2176 642 .3 12.0
1,0433| 709.6| 168.7) 507.9] 33.0| 125/ 733| 2341 139) 10175 7248/ 2243| 68.1] 3 25.8
1,097.4| 7499 1820 533.8| 3411 108| 77.8| 246.6| 12.3| 1,058.3| 758.9) 227.6| 714 4 39.1
1,1632| 7949| 201.2| 5588 349 104 809 2668 10.2| 1,111.2) 801.4) 2358 736/ .4 52.0
1,236.7) 840.4| 2145/ 590.2| 358 98| 853| 290.8) 10.4] 1,186.3] 858.9| 252.4| 746| .4 50.4
13195 8932 236.6| 621.11 355/ 11.0| 922 3154 7.7 1,269.5] 9178 271.7| 79.5| _.5 50.0
1,373.0| 9158 242.7) 6428 30.2| 13.6/ 88.8| 350.8 40| 13682 969.8] 3052 855 7.7 438
1,410.1) 929.0| 221.3| 675.5| 32.2| 158 782 3847 25| 1,4443) 10253 3320/ 86.0| .9 -342
1,4942) 9794 2266 717.5| 353 19.8| 729 4227 —-6| 1,6145) 10738 353.0/ 87.7| .1} -204
1,592.6/1,060.9| 24841 769.4| 43.1| 242 733 4380/ -3.8) 16055 1,130.3| 3829 918 .4 -129
1,700.6/1,154.4| 275.2| 821.2| 58.0| 253| 753| 456.1] -10.5| 1,703.9| 1207.2| 402.3| 942| 4 33
: 1,4358) 949.2| 2183 697.5| 33.3| 17.8] 740/ 3940 J| 1,497.0) 10652| 3453) 86.4) .1} 612
Il | 14742 956.8) 2132| 710.7| 329| 19.1| 73.0| 4255 -2| 1,501.4) 1066.7) 3472 87.1] 3} -272
.| 1,516.8) 994.4) 234.4) 7241 359| 204 725 4306/ -11| 15250/ 1,076.2| 361.8/ 88.1 -1.0| 82
V.| 1549.9/1,017.4) 2406| 737.7) 39.1) 217\ 722| 4405 -18] 15348 10869 3578/ 892 9 152
2004:1 ... | 1,552.9/1,032.3| 240.1| 751.8) 404| 231| 722 4276 -23| 1567.6| 1,103.9] 3729 903 4| -147
I 1,582.9/1 24201 76411 43.7) 2401 729) 4395 -3.3] 1,596.5| 1,120.9) 383.7| 915 4 -13.6
.| 1,590.9/1,065.6| 250.8) 772.1) 427| 247\ 734) 4314) -43| 16132 1,136.6| 3840/ 923 4| -223
V.| 1,643.6/1,0957) 260.7) 789.4) 456 252\ 746 453.4) 52| 16445 1,160.0) 391.2| 93.0/ 4 -9
2005:1 ... | 1,672.2/1,129.2| 266.7) 803.8| 587 253| 744 4487| 54| 16612 11746/ 3934 928 A 109
.. 1,702.9/1,155.6 280.9| 8175/ 57.1| 253| 75.0| 4538/ 6.8 16905 1,192.8| 4038 935 A4 124
.| 1,697.8/1,156.6| 274.0) 8279| 547\ 253| 756/ 4620\ -217| 1,717.2| 1,217.8] 4045/ 945 4| -193
v 1,729.6/1,176.3| 279.3| 8357 61.3| 25.2| 76.3| 459.8) -7.9 1,746.8| 1243.4) 407.3] 958/ 4] -172
2006:1 ... | 1,755.4/1211.3) 293.4| 851.4| 66.4| 248 767 4505 7.8/ 17427| 1,256.2| 390.4| 958 4 12.7
.| 1,7955/12433 31111 863.3| 688 247 774) 45831 -8.2| 1,769.4| 1280.7) 391.7) 96.6| .4 26.1
.| 1,798.7/1,235.9) 297.8) 8672 709| 247| 779 4688  -87| 18089 1,300.0) 411.0) 975 4| -102

Lncludes Federal grants-in-aid. See Table B-82 for data on Federal grants-in-aid.
2Includes an item for the difference between wage accruals and disbursements, not shown separately.

Source: Department of Commerce, Bureau of Economic Analysis.
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TABLE B—86.—State and local government revenues and expenditures, selected fiscal years, 1938-2004
[Millions of dollars]

General revenues by source? General expenditures by function?
Fiscal year! Sales Indi Corpo- | Revenue
d o ration from h :
Property | 2% | vidual Al Edu- | High- | Public Al
Total gross | net Federal 3 Total : N
taxes receipts |rt1g%nse income | Govern- other cation | ways | welfare | other
taxes taxes ment

9,228 44401 1794 218 165 800 1811 8,757 2,4911 1,650 1,069 3,547
9,609 44301 1982 224 156 945 1,872 9,229 2,638/ 1573 1,156 3,862
10,418 45371 2351 276 272 858 2,123 9,190/  2,586| 1,490 1,225 3,889

10,735 7,643 , 744 3,131 7,584| 33,724 , 6,452 3,168
34,667\ 11,749 8691 1538 890 3,335 8465 36,711| 13,220| 6,953 3,139 13,399
38,164 12,864 9467 1754 3,843 9,262 40,375 14,134| 7816 3,485 14,940

1964-65 . 74,0001 22,583 17,118 4,090 1,929 11,029] 17,250 74,678| 28563 12,221 6,315 27,579
1965-66 . 83,036| 24,670 19,085 4,760 2,038 13,214 19,269 82,843| 33,287 12,770 6,757 30,029
1966-67 . 91,197\ 26,047 20,530 5,825 2,227 15370 21,198/ 93,350/ 37,919 13,932 8,218 33,281
1967-68 101,264| 27,747\ 22911 7,308 2518 17,181 23,599/ 102411 41158 14481 9,857 36,915
1968-69 114,550\  30,673| 26,519| 8,908 3,180 19,163 26,117\ 116,728| 47,238| 15417| 12,110| 41,963
1969-70 130,756  34,054| 30,322 10,812 3,738 21,857 29973| 131332| 52,718| 16,427| 14,679| 47,508
1970-71 . 144,927\ 37,852| 33,233| 11,900 3424\ 26,146 32372 150674| 59,413| 18,095| 18,226| 54,940
1971-72 . 167,535 42,877 37,518| 15,227 4416/ 31342 36,156 168549| 65813 19,021| 21,117| 62,598
1972-73 . 190,222|  45283| 42,047| 17,994 54250 39,264\ 40,210\ 181,357| 69,713| 18,615 23,582 69,447
1973-74 . 207,670 47,705 46,098| 19,491 6,015 41820 46,542 198959\ 75833 19,946| 25085 78,095
1974-75 . 228,171| 51,491| 49,815 21,454 6,642 47,034 51,735 230,722| 87,858 22,528 28,156| 92,180
1975-76 . 256,176/ 57,001 54,547| 24575 7,273| 55589 57,191| 256,731| 97,216| 23,907 32,604| 103,004
1976-77 . 285,157 62,527| 60,641| 29,246 9,174 62,444| 61,125 274,215| 102,780| 23,058 35906 112,472
1977-78 . 315,960 66,422 67,596 33,176| 10,738| 69,592| 68,435| 296,984| 110,758 24,609| 39,140 122,478
1978-79 . 343236 64,944| 74247\ 36932| 12,128| 75164| 79,822| 327,517| 119,448 28,440 41,898 137,731
1979-80 382,322| 68499| 79.927| 42.080| 13:321| 83029 95467 369.086| 133,211 33311 47,288 155276
1980-81 423,404| 74,969 85971 46,426| 14,143 90,294\ 111599| 407,449| 145784 34,603| 54,105| 172,957
1981-82 457,654|  82,067| 93,613 50,738 15,028 87,282| 128925 436,733| 154,282| 34,520\ 57,996 189,935
1982-83 486,753|  89,105| 100,247| 55,129 14,258 90,007 138,008| 466,516( 163,876| 36,655| 60,906 205,080
1983-84 . 542,730  96,457| 114,097| 64,529| 17,141|  96,935| 153,571| 505,008| 176,108 39,419| 66,414 223,068
1984-85 . 598/121) 103,757| 126:376| 70,361 19,152 106,158 172:317| 553.899| 192,686| 44,989| 71,479| 244,745
1985-86 . 641,486 111,709| 135,005 74,365/ 19,994| 113,099| 187,314| 605,623| 210,819| 49,368 75,868 269,568
1986-87 . 686,860 121,203| 144,091| 83,935 22,425| 114,857| 200,350| 657,134 226,619| 52,355 82,650 295,510
1987-88 . 726,762| 132,212| 156,452| 88,350\ 23,663| 117,602| 208,482| 704,921| 242,683 55,621 89,090| 317,527
1988-89 786,129| 142,400| 166,336/ 97,806| 25926 125824| 227,838 762,360| 263,898 58,105| 97,879| 342479
1989-90 849'502| 155.613| 177:885| 105,640 23566 136,802 249.996| 834:818| 288.148| 61,057 110,518| 375094
1990-91 902,207| 167,999 185,570| 109,341  22,242| 154,099 262,955| 908,108| 309,302| 64,937 130,402 403,467
1991-92 979,137| 180,337|197,731| 115,638/ 23,880 179,174| 282,376| 981,253| 324,652| 67,351| 158,723| 430,526
1992-93 1,041,643| 189,744| 209,649 123,235| 26,417 198,663| 293,935(1,030,434| 342,287| 68370 170,705 449,072
1993-94 1,100,490 197,141 223,628/ 128,810/ 28,320 215,492 307,099|1,077,665| 353,287| 72,067 183,394| 468916

1)169,505| 203:451| 237.268| 137.931| 31,406 228,771| 330.677|1.149.:863| 378,273 77.109| 196,703 497779

1,222,821| 209,440| 248,993 146,844|  32,009| 234,891| 350,645|1,193,276| 398,859 79,092 197,354| 517971
1,289,237\ 218,877| 261,418 159,042| 33,820 244,847| 371,233|1,249,984| 418,416| 82,062 203,779| 545,727
1,365,762| 230,150| 274,883 175,630| 34,412 255,048| 395,639|1,318,042| 450,365 87,214| 208,120| 572,343
1,434,029| 239,672| 290,993 189,309|  33,922| 270,628| 409,505|1,402,369| 483,259 93,018/ 218957 607,134
18992000 1541322 249.178| 309,290| 211,661|  36,059| 291,950| 443/186|1506,797| 521.612| 101:336| 237.336 646,512

2000-01 ........ | 1,647,161 263,689| 320,217| 226,334  35296| 324,033| 477,592|1,626,066| 563,575| 107,235 261,622| 693,634
2001-02 . 1,684,879\ 279,191| 324,123| 202,832|  28,152| 360,546| 490,035/1,736,866| 594,694 115,295 285464| 741413
2002-03 . 1,763,212 296,683| 337,787| 199,407| 31,369 389,264| 508,702|1,821,917| 621,335| 117,696 310,783| 772,102
2003-04 ........ | 1,889,741 318,242| 360,629| 215,215  33,716| 425,683| 536,256|1,907,915| 655,361| 118,179| 339,895 794,481

IFiscal years not the same for all governments. See Note.

2Excludes revenues or expenditures of publicly owned utilities and liquor stores, and of insurance-trust activities. Intergovernmental
receipts and payments between State and local governments are also excluded.

3Includes other taxes and charges and miscellaneous revenues.

4Includes expenditures for libraries, hospitals, health, employment security administration, veterans’ services, air transportation, water
transport and terminals, parking facnmes transit sub5|d|es police protechon fire protectmn currectmn prutectwe inspection and regulation,
sewerage, natural resources, parks and recreahon housmg and community devel solid waste mar financial administration,
judicial and legal, general publlc buildings, other government administration, interest on general debt, and general expend|tures ne.c.

Note.—Except for States listed, data for fiscal years listed from 1962- 63 to 2003-04 are the aggregatmn of data for government fiscal
years that ended in the 12- month period from July 1 to June 30 of those years (Texas used August and Alabama and Michigan used Sep-
tember). Data for 1963 and earlier years include data for governments fiscal years ending during that particular calendar year.

Data prior to 1952 are not available for intervening years.

Source: Department of Commerce, Bureau of the Census.
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TABLE B—87.—U.S. Treasury securities outstanding by kind of obligation, 1969—-20006
[Billions of dollars]

Total Marketable Nonmarketable
Treasury T

End of year | securities o reasury u.s. Govern-
or month out- ) Treas- | Treas- | Treas- inflation-protected savings | Foreign | ment .
Total ury ury ury securities Total 2 oo Other

stand- il t bond securi- | series* | account

ing! iis | notes | bonds ties3 series

Total | Notes | Bonds

Fiscal year:
1969 ...........
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1,559.6| 1,176.6| 356.8| 661.7 838

1,821.0| 1360.2| 3842| 7764 71.0 6.6 3139 633
2,122.7| 21,5643 | 410.7| 896.9 85.6 4.1 3659 102.8
23478 | 21,676.0| 378.3|1,005.1 97.0 44 440.7| 129.8
2,599.9| 21,802.9| 398.5|1,089.6 106.2 6.3 536.5| 148.0
2,836.3| 21,8928 | 406.6|1,133.2 114.0 6.8 663.7 | 159.0
3210.9| 22,0928 | 482.5|1218.1 122.2| 360 77941 180.6
3,662.8| 22,390.7| 564.6|1,387.7 1335 416 908.4 | 188.5
4,061.8| 22,677.5| 634.3|1,566.3 37.0

7379.1| 3,846.1| 961.5|2,109.6 .9
7932.7| 24,0849| 914.3|2328.8 203.6 31| 3380.6| 260.5
8507.0| 24,303.0| 911.5|2447.2 203.7 3.0 37227 2745
7,627.7| 23,975.0| 986.8|2,167.3 204.4 6.2 3243.6| 1985
7,713.1| 24,0543 11,030.9|2,205.9 204.5 6.2 32494 1988
7,776.9| 24,103.8|1,059.1|2,226.7 204.2 6.1 32489 2139
7,764.5| 24,070.7| 991.3|2,241.7 204.2 6.0 32596 224.0
7,77719| 24,050.2| 961.3|2,256.1 2043 59| 32822| 2354
7,836.5| 24,031.1| 923.4|2,273.1 204.2 30| 3356.3| 241.9
7,887.6| 24,077.9| 942.2|2,286.1 204.1 3.0 33544 2482
24106.5 | 953.3|2,312.7 203.8 3.0 33609 252.8
7932.7| 24,0849| 914.3|2328.8 203.6 31| 3.380.6| 260.5
8027.1| 24,131.3| 936.6|2,336.0 203.9 31| 34267 262.1
8092.3| 24,1853 | 986.9)2,339.8 204.6 3.0 34328 266.7
8,170.4| 24,184.0| 963.9|2,360.8 205.2 3.8| 3,506.6| 270.9
8,196.1| 24,1948 956.3|2361.1 205.6 38| 35232 268.6
8,269.9| 24,2776 .612,391.7 205.9 36| 35131 269.7
8371.2| 24,3404 1,042.1|2,409.7 206.0 34| 35512 270.2
8305.7| 24,283.2| 965.1|2,409.7 206.1 32| 3,589.1| 2742
8356.8| 24,269.2| 954.412,408.0 205.7 3.0| 36042 274.6
8,420.0| 24,254.0| 916.7|2,427.4 205.2 3.0 3,680.2| 277.6
84443 | 242804 | 932.7|2416.9 204.8 3.0 3,683.2| 273.0
8515.0| 24,3447 | 962.3|2,439.2 204.0 3.0 3,689.2| 274.1
8507.0| 24,303.0| 911.5|2,447.2 203.7 3.0 37227\ 2745
8584.3| 24,338.0| 929.5|2,444.4 203.2 3.0 3762.7| 277.4
24,381.0| 989.0(2,433.9 202.8 3.0 3763.0| 283.5
8680.2| 24,342.0| 944.2|2441.9 202.4 3.0 38393 293.5

! Data beginning January 2001 are interest-bearing and noninterest-bearing securities; prior data are interest-bearing securities only.

ZIncludes Federal Financing Bank securities, not shown separately. _ o )

3Through 1996, series is U.S. savings bonds. Beginning 1997, includes U.S. retirement plan bonds, U.S. individual retirement bonds, and
U.S. savings notes previously included in “other” nonmarketable securities. _ ) ) )

4Nonmarketable certificates of indebtedness, notes, bonds, and bills in the Treasury foreign series of dollar-denominated and foreign-
currency denominated issues. o N o

SIncludes depository bonds, retirement plan bonds, Rural Electrification Administration bonds, State and local bonds, special issues held
only by U.S. Government agencies and trust funds and the Federal home loan banks and for the period July 2003 through February 2004, de-
positary compensation securities.

Note.—Through fiscal year 1976, the fiscal year was on a July 1-June 30 basis; beginning October 1976 (fiscal year 1977), the fiscal year
is on an October 1-September 30 basis.

Source: Department of the Treasury.

332



TABLE B—88.—Maturity distribution and average length of marketable interest-bearing public debt
securities held by private investors, 1969-2006

Amotunt Maturity class
out-
End of year or month standing, Within lt05 5t 10 10 to 20 20 years Average length!
prlﬁl:l'ijely 1 year years years years and over
Millions of dollars Years | Months
Fiscal year:

1969 156,008 69,311 50,182 18,078 6,097 12,337 4 2
157,910 76,443 57,035 8,286 1,876 8,272 3 8
161,863 74,803 58,557 14,503 6,357 7,645 3 6
165,978 79,509 57,157 16,033 6,358 6,922 3 3
167,869 84,041 54,139 16,385 8,741 4,564 3 1
164,862 87,150 50,103 14,197 9,930 3,481 2 11
210,382 115,677 65,852 15,385 8,857 4611 2 8
279,782 150,296 90,578 24,169 8,087 6,652 2 7
326,674 161,329 113,319 33,067 8,428 10,531 2 11
356,501 163,819 132,993 33,500 11,383 14,805 3 3
380,530 181,883 127,574 32,279 18,489 20,304 3 7
463,717 220,084 156,244 38,809 25,901 22,679 3 9
549,863 256,187 182,237 48,743 32,569 30,127 4 0
682,043 314,436 221,783 75,749 33,017 37,058 3 11
862,631 379,579 294,955 99,174 40,826 48,097 4 1

1,017,488 437,941 332,808 130,417 49,664 66,658 4 6
1,185,675 472,661 402,766 159,383 62,853 88,012 4 11
1,354,275 506,903 467,348 189,995 70,664 119,365 5 3
1,445,366 483,582 526,746 209,160 72,862 153,016 5 9
1,555,208 524,201 552,993 232,453 74,186 171,375 5 9
1,654,660 546,751 578,333 247,428 80,616 201,532 6 0
1,841,903 626,297 630,144 | 267,573 82,713 235,176 6 1
2,113,799 713,778 761,243 280,574 84,900 | 273,304 6 0
2,363,802 808,705 866,329 295,921 84,706 308,141 5 11
2,562,336 858,135 978,714 | 306,663 94,345 | 324,479 5 10
2,719,861 877,932 | 1,128,322 289,998 88,208 | 335,401 5 8
2,870,781 | 1,002,875 | 1,157,492 290,111 87,297 333,006 5 4
3,011,185 | 1,058,558 | 1,212,258 | 306,643 111,360 | 322,366 5 3
2,998,846 | 1017913 | 1,206,993 321,622 154,205 298,113 5 5
2,856,637 940,572 | 1,105,175 319,331 157,347 334,212 5 10
2,728,011 915,145 962,644 | 378,163 149,703 322,356 6 0
2,469,152 858,903 791,540 | 355,382 167,082 296,246 6 2
2,328,302 900,178 650,522 329,247 174,653 273,702 6 1
2,492,821 939,986 802,032 311,176 203,816 235811 5 6
2,804,092 | 1,057,049 955,239 351,552 243,755 196,497 5 1
3,145244 | 1,127,850 | 1,150,979 | 414,728 243,036 208,652 4 11
3,334,411 | 1,100,783 | 1,279,646 | 499,386 281,229 173,367 1 10
3,496,359 | 1,140,553 | 1,295,589 589,748 290,733 179,736 1 11
3,240,748 | 1,132,991 | 1195479 | 452,642 269,863 189,773 4 10
3,322,699 | 1,184,006 | 1,231,825 | 456,120 269,036 181,712 4 9
3,372,393 | 1,211,253 | 1,244,945 | 465,335 269,072 181,789 4 8
3310933 | 1,143,168 | 1253939 | 462,850 | 268,951 182,025 4 9
3,311,486 | 1,132,636 | 1,250,391 477,013 269,100 182,346 4 10
3,292,256 | 1,095,354 | 1,260,365 | 485465 268,443 182,629 4 10
3,314,952 | 1,130,292 | 1,233,071 494,373 274,618 182,599 4 10
3,361,958 | 1,143,059 | 1,273,564 | 490,944 281,161 173,230 4 9
3334411 | 1,100,783 | 1,279,646 | 499,386 281,229 173,367 4 10
3,376,594 | 1,136,101 | 1278315 508,135 280,839 173,203 4 9
3,426,982 | 1,201,621 | 1,248,485 | 526,593 276,571 173,712 4 9
3,399,628 | 1,176,549 | 1,237,702 534,929 276,633 173,815 4 9
3431952 | 1,182,593 | 1,260,294 | 529,361 286,315 173,388 14 9
3,508,777 | 1,238,763 | 1,275,570 | 526,340 292,517 175,586 14 9
3,567,753 | 1,278,145 | 1,286,260 | 534,872 292,674 175,802 1 8
3,483,412 | 1,198,187 | 1,273,413 543,174 | 292,741 175,897 1 9
3,492,721 | 1,178,383 | 1,288,303 573,995 275,911 176,129 1 10
3,473,551 | 1,136,203 | 1,302,488 | 582,153 276,216 176,491 4 10
3,501,559 | 1,130,146 | 1,319,182 591,937 283,575 176,719 4 10
1,195210 | 1,316,350 | 581,832 290,832 179,608 4 10

1,140,553 | 1,295,589 589,748 290,733 179,736 4 11

1,136,163 | 1,350,430 598,143 290,822 179,824 4 10

1,186,116 | 1,328,664 | 626,014 283,386 170,096 4 9

Dec ... 1,141,206 | 1,323,105 632,680 282,368 169,566 4 9

11n 2002, the average length calculation was revised to include Treasury inflation-protected securities.

Note.—Through fiscal year 1976, the fiscal year was on a July 1-June 30 basis; beginning October 1976 (fiscal year 1977), the fiscal year
is on an October 1-September 30 basis.

Data shown in this table are as of January 10, 2007.
Source: Department of the Treasury.
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TABLE B—89.—Estimated ownership of U.S. Treasury securities, 1995-2006
[Billions of dollars]

Held by private investors

Federal
Reseave Pension funds
an .
Insur- Foreign
End of month Govern- | Total us. State ;
: : ance | Mutual and inter-
nent | sl | . | Soungs | compa- | s
counts? govern- | ™S al
ments
1995: Mar ... 1,619.3| 32448 18141 142.1| 2250 2442 2105 707.0
June . 1,690.1| 3,261.3 1826| 142.9| 217.2 245.0| 2024 762.5
Sept . 1,688.0| 3,286.0 183.5| 142.3| 2113 2452 2115 820.4
Dec ... 1,681.0| 3,307.7 185.0| 143.0| 2082 2415\ 2249 835.2
1996: Mar ... 1,731.1] 3,386.7 185.8| 1447\ 2135 2394\ 2408 908.1
June . 1,806.7| 3,354.4 186.5| 1449 2211 229.5| 2304 929.7
Sept . 1,831.6| 3,393.2 186.8| 141.6| 2134| 226.8| 2264 993.4
Dec ... 1,892.0| 34312 187.0| 1404 212.8 2141 2272 1,102.1
1997: Mar ... 1,928.7| 3,452.2 186.5| 141.7| 2111 181.8| 221.6 1,157.6
June . 1,998.9| 3,377.3 186.3| 142.1| 2149 183.1| 2164 1,182.7
Sept . 2,011.5| 3,401.6 186.2| 143.0| 2235 186.8| 221.3 1,230.5
Dec 2,087.8| 3,414.6 186.5| 144.1| 219.0 176.6| 2323 1,241.6
1998: Mar 2,1049| 34375 186.2| 141.3| 212.1 169.5| 234.6 1,250.5
June . 2,1986| 3,349.3 186.0| 139.0| 2132 160.6| 230.8 1,256.0
Sept . 2,213.0| 33132 185.9| 1355| 207.8 15141 2317 1,224.2
Dec ... 2,280.2| 3,334.0 186.6| 133.2| 2126 141.7| 257.6 1,278.7
1999: Mar ... 232411 3327.5 186.5| 1355| 2115 137.5| 2450 1,272.3
June . 24396 3,199.2 186.5| 142.9| 2138 1336| 2281 1,258.8
Sept . 24809 3,1754 186.2| 150.9| 204.8 128.0| 2225 1,281.4
Dec ... 2,542.2| 32339 186.4| 153.0 1988 1234 2287 1,268.7
2000: Mar ... 2,590.6| 3,182.8 185.3| 150.2| 196.9 1200 2223 1,106.9
June . 2,698.6| 2,987.3 184.6| 149.0| 1949 116.5| 2054 1,082.0
Sept . 2,737.9] 2,936.3 184.3| 147.9| 1855 113.7| 207.8 1,057.9
Dec 2,781.8| 2,880.4 184.8| 145.0| 179.1 110.2| 2257 1,034.2
2001: Mar 2,880.9| 2,892.8 184.8| 153.4| 1713 109.1] 2253 1,029.9
June . 3,004.2| 2,722.6 185.5| 1485| 183.1 108.1| 221.0 1,000.5
Sept . 3,027.8| 2,779.7 186.4| 149.9| 166.8 106.8| 234.1 1,005.5
Dec ... 3,1239| 2,819.5 190.3| 144.6| 1551 105.7| 261.9 1,051.2
2002: Mar ... 3,156.8| 2,849.2 191.9| 150.6| 163.3 114.0| 266.1 1,067.1
June . 3276.7| 2,849.8 1927 149.0| 1539 122.0| 253.8 1,1354
Sept . 3303.5| 2,924.8 193.3| 151.4| 156.3 130.4| 256.8 1,200.8
Dec 3,387.2| 3,0185 1949| 150.8| 1589 139.7| 281.0 1,246.8
2003: Mar 3,390.8| 3,069.9 196.9| 162.9| 162.1 139.5| 296.6 1,286.3
June . 3,505.4| 3,164.7 199.1| 167.3| 1613 138.7] 302.9 1,382.8
Sept . 35153 | 3,268.0 201.5| 164.6| 1551 13741 287.1 1,454.2
Dec ... 3,620.1| 3,377.9 203.8| 169.2 1479 136.5| 281.6 1,533.0
2004: Mar ... 36283 3,502.8 2044 167.0 1425 141.0| 281.6 1,677.1
June . 37428 | 3,531.5 204.6 . 133.6 14411 259.5 1,739.6
Sept . 3,772.0| 3,607.0 2041 1706 1305 14741 2558 1,798.7
Dec ... 3929.0| 3,667.1 2044 1705 1304 149.7| 2549 1,853.4
2005: Mar ... 3921.6| 3,855.4 2042 1743] 1271 15241 261.9 1,956.3
June . 4,033.5| 3,803.0 204.2| 177.5] 1301 155.0| 249.6 1,879.6
Sept . 4067.8| 3,864.9 203.6| 180.9| 130.1 159.0| 245.6 1,930.6
Dec 4199.8| 3,970.6 205.1| 181.2] 1294 160.4| 252.2 2,035.5
2006: Mar 42572 4,114.0 206.0| 183.01 1289 162.9| 249.7 2,079.6
June . 4,389.2| 4,030.8 205.2| 1884 1321 16441 2449 2,089.5
Sept . 44328| 4,074.2 203.7| 191.2] 1299 165.2| 237.7 2,133.6
Dec ... 4558.1| 4,122.1 2024 | o | e | e | e
1 Face value.

2Federal Reserve holdings exclude Treasury securities held under repurchase agreements.
31ncludes commercial banks, savings institutions, and credit unions.

4Current accrual value. ) ) )
5Includes Treasury securities held by the Federal Employees Retirement System Thrift Savings Plan “G Fund.”

6Includes money market mutual funds, mutual funds, and closed-end investment companies.

7Includes nonmarketable foreign series Treasury securities and Treasury deposit funds. Excludes Treasury securities held under repurchase
agreements in custody accounts at the Federal Reserve Bank of New York.

Estimates reflect benchmarks to this series at differing intervals.

8|ncludes individuals, Government-sponsored enterprises, brokers and dealers, bank personal trusts and estates, corporate and noncor-

porate businesses, and other investors.
Note.—Data shown in this table are as of January 10, 2007.
Source: Department of the Treasury.
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CORPORATE PROFITS AND FINANCE

TABLE B—90.—Corporate profits with inventory valuation and capital consumption adjustments,
1959-2006
[Billions of dollars; quarterly data at seasonally adjusted annual rates]

Corporate profits after tax with inventory valuation
Corporate and capital consumption adjustments
profits with e
inventory Taxes on Unr%'fsi}g'wtt%d
Year or quarter valuation corporate p'n entor
and capital income Total Net :/a‘fuatior)ll
consumption dividends and capital
adjustments cunsumgtion
adjustments
1959 55.7 23.7 32.0 12.6 19.4
1960 53.8 22.8 31.0 134 17.6
1961 54.9 229 32.0 13.9 18.1
1962 63.3 241 39.2 15.0 24.1
1963 69.0 26.4 42.6 16.2 26.4
1964 76.5 282 483 18.2 30.1
1965 87.5 311 56.4 20.2 36.2
1966 93.2 339 59.3 20.7 38.7
1967 91.3 329 58.4 215 36.9
1968 98.8 39.6 59.2 235 356
1969 95.4 40.0 55.4 24.2 31.2
1970 83.6 348 489 24.3 24.6
1971 38.2 59.9 25.0 348
1972 112.1 2.3 69.7 26.8 42.9
1973 125.5 50.0 75.5 29.9 45.6
1974 115.8 52.8 63.0 33.2 29.8
1975 134.8 51.6 83.2 33.0 50.2
1976 163.3 653 98.1 39.0 59.0
1977 192.4 74.4 118.0 148 732
1978 216.6 849 1318 50.8 81.0
1979 223.2 90.0 1332 57.5 75.7
1980 201.1 87.2 1139 64.1 19.9
1981 226.1 843 1418 738 68.0
1982 209.7 66.5 1432 71.1
1983 264.2 80.6 183.6 83.5 100.1
1984 318.6 97.5 2211 90.8 130.3
1985 3303 99.4 2309 1334
1986 319.5 109.7 209.8 106.2 103.7
1987 368.8 130.4 238.4 112.3 126.1
1988 432.6 141.6 291.0 129.9 161.1
1989 426.6 146.1 280.5 158.0 122.6
1990 4378 1454 292.4 169.1 1233
1991 451.2 138.6 312.6 180.7 1319
1992 479.3 148.7 330.6 187.9 142.7
1993 5419 171.0 370.9 202.8 168.1
1994 600.3 193.7 406.5 2347 1718
1995 696.7 218.7 478.0 254.2 223.8
1996 786.2 231.7 554.5 297.6 256.9
1997 868.5 246.1 622.4 3345 287.9
1998 801.6 2483 553.3 3516 201.7
1999 8513 258.6 592.6 3374 2553
2000 817.9 265.2 552.7 3779 174.8
2001 767.3 204.1 563.2 3709 192.3
2002 886.3 192.6 693.7 399.2 294.5
2003 993.1 243.3 749.9 1247 325.1
2004 1,182.6 300.1 882.5 539.5 343.0
2005 1,330.7 3993 931.4 576.9 354.5
2003:1 923.6 234.1 689.5 4117 277.8
956.2 228.9 7274 417.4 310.0
I 1,016.2 2455 770.7 427.1 343.6
v 1,076.5 264.7 811.8 442.8 369.0
2004:1 1,158.1 281.3 876.8 475.5 401.3
I 1,183.3 303.0 880.2 503.0 3772
I 1,154.0 297.8 856.2 529.0 327.2
v 1,234.9 318.1 916.8 650.5 266.2
2005: 1 1,320.0 400.9 919.0 554.3 364.7
I 1,342.9 392.8 950.1 568.2 3819
I 1,266.3 378.9 887.5 584.0 303.5
v 1,393.5 424.6 968.9 601.0 367.9
2006: | 1,569.1 456.9 111211 615.7 496.4
I 1,591.8 476.1 1,115.7 631.1 484.6
1l 1,653.3 490.6 1,162.7 650.4 512.4

Source: Department of Commerce, Bureau of Economic Analysis.
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TABLE B-91.—Corporate profits by industry, 1959-2006
[Billions of dollars; quarterly data at seasonally adjusted annual rates]

Corporate profits with inventory valuation adjustment and without capital consumption adjustment
Domestic industries
Year or Financial Nonfinancial Rest
quarter | ot Fed- Mani n. of the
Total eral f Trans- Utili Whole- Retail | f world
Total | Re- | Other | Total | (3 | porta- | i | sale | FES | O | Other
g:rr‘\{(es ing! tion2 trade tion

SIC:3
1959 ... 535 508 1.6 07| 69| 432 26.5 34 2.7
1960 ... 515| 483 8.4 9| 75 399 238 3.3 3.1
1961 ... 518 485 8.3 8| 76| 402 234 34 3.3
1962 ... 570 533 8.6 9| 77| 447 26.3 3.6 3.8
1963 ... 62.1 58.1 8.3 10| 73| 498 29.7 41 41
1964 ... 686 64.1 8.8 1.1 76| 554 326 47 45
1965 ... 789 742 9.3 13] 80| 649 39.8 54 47
1966 ... 846 801 10.7 7] 91 69.3 426 5.9 45
1967 ... 80| 772 11.2 200 92| 660 39.2 6.1 48
1968 ... 88.8| 832 12.8 25| 103| 704 419 6.6 5.6
1969 ... 855 789 13.6 31| 105| 653 373 6.1 6.6
1970 ... 7441 673 154 35| 119| 520 21.5 5.8 7.1
1971 ... 883 804 176 33| 143| 628 35.1 6.4 7.9
1972 ... 1012 917 19.1 33| 158| 72.6 419 7.0 9.5
1973 ... 115.3| 1004| 205 45 16.0| 799 47.2 8.7 149
1974 ... 1095 921 20.2 57| 145 719 414 9.1 17.5
1975 ... 135.0| 1204| 202 56| 14.6| 100.2 55.2 120 146
1976 ... 165.6| 149.0| 25.0 59| 19.1| 1241 71.3 140| 165
1977 ... 194.7| 1756| 319 6.1 258| 1437 79.3 17.8| 191
1978 ... 22241 199.6| 395 76| 319| 160.0 90.5 19.8| 229
1979 ... 2318| 197.2| 403 94| 309| 156.8 89.6 216 346
1980 ... 2114 1759 340 118 222| 1419 78.3 218 355
1981 ... 219.1| 1894 291 144) 147| 1603 91.1 167 297
1982 ... 191.0| 1585| 26.0 152 10.8| 1324 67.1 92| 326
1983 ... 2265| 1914 355 146 209| 1559 76.2 104 351
1984 ... 264.6| 228.1 344 164 180| 1937 91.8 11.1 36.6
1985 ... 257.5] 2194| 459 16.3| 29.5| 1735 84.3 92| 381
1986 ... 2530 2135| 568 155| 41.2| 156.8 57.9 155 395
1987 ... 30141 2534 598 157 441] 1935 234 48.0
1988 ... 3639 306.9| 687 17.6| 51.1| 2382 121.2 283 57.0
1989 ... 367.4] 3003 779 20.2| 57.8| 222.3 110.9 255| 671
1990 ... 396.6| 3205| 944 214 226.1 113.1 2901 761
1991 ... 427.9| 3514 1242 203 | 103.9| 227.3 215 765
1992 ... 458.3| 385.2| 129.8 17.8| 111.9| 2554 99.5 3971 731
1993 ... 513.1| 436.1| 1368 16.2| 120.6| 2993 115.6 89| 769
199% ... 564.6| 487.6| 119.9 18.1| 101.8| 367.7 147.0 604 77.1
1995 ... 656.0| 563.2| 1622 22.5( 139.7| 401.0 173.7 712 928
199 ... 736.1| 634.2| 1726 2211 150.5| 461.6 188.8 9.7 1019
1997 ... 8123 701.4| 193.0 238 169.2| 508.4| 209.0 103.4| 1109
1998 ... 7385| 6355| 1659 25.2 | 140.7| 469.6 173.5 91.5| 103.0
1999 ... 776.8| 655.3| 1964 26.3| 170.1| 458.9 175.2 99.71 1215
;&9253 759.3| 613.6| 2038 30.8| 173.0| 409.8 166.3 728 1457
1998 ... 7385| 6355| 1654 25.2| 140.2| 470.1 157.0 119.8| 103.0
1999 ... 776.8| 655.3| 194.3 26.3| 168.0| 461.1 150.6 130.1| 1215
2000 ... 7593 | 613.6| 200.2 30.8| 169.4| 413.4 1443 1282| 1457
2001 ... 719.2| 549.5| 2276 283 199.3| 322.0 52.6 1459 169.7
2002 ...... 766.2| 6104 2764 23.7| 252.7| 334.0 48.2 155.8| 1558
2003 ..... 8945 729.0| 317.3 20.1( 297.2| 411.8 76.0 171.7] 1655
2004 ...... 1,1045| 9282| 3442 20.0 [ 324.1| 584.0 150.2 208.8| 1763
2005 ...... 1,486.1|1,289.1| 389.0 26.6| 362.5| 900.1| 254.8 305.2| 197.0
2004:1 ... | 1,061.7| 876.9| 354.3 19.0| 335.2| 5227 127.7 196.0| 184.8
Il .. 11,097.2| 927.4| 353.9 19.1| 334.8| 5735 147.4 197.2| 169.8
Il |1,086.9| 904.3| 2885 20.1| 268.4| 615.8 155.0 216.0| 182.6
IV |1,172.111,004.3| 380.1 219 358.2| 624.2 170.7 226.0| 167.8
2005:1 1,453.111,270.0| 433.7 23.1| 410.7| 836.3| 2355 2919 183.0
1,487.411302.2| 391.7 259 365.7| 910.5| 264.0 3043 | 1852
| 1,4449|1,2215| 3174 26.9| 290.6| 904.1| 260.7 31011 2234
IV |1559.111,3628| 413.3 304 | 3829| 949.4| 2589 3146| 1963
2006:1 ... | 1,717.7| 1,491.6 | 463.9 309 433.0(1,027.7| 300.7 340.11 226.1
Il .. |1,752.6|1512.7| 5082 33.7| 474.4|1,0045| 2899 3239 2399
I |1,815.8|1,581.1| 500.1 35.8| 464.3|1,081.0| 3319 317.1] 2346

1See Table B-92 for industry detail. R o . ) o -

2Data on SIC basis include transportation and public utilities. On NAICS basis includes transportation and warehousing. Utilities classified
separately in NAICS (as shown beginning 1998). o _

3Industry data for SIC are based on the 1987 SIC for data beginning 1987 and on the 1972 SIC for earlier data shown. Data on NAICS
basis are based on the 1997 NAICS.

Note.—Industry data on SIC (Standard Industrial Classification) basis and NAICS (North American Industry Classification System) basis are
not necessarily the same and are not strictly comparable.

Source: Department of Commerce, Bureau of Economic Analysis.
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TABLE B—92.—Corporate profits of manufacturing industries, 1959-2006
[Billions of dollars; quarterly data at seasonally adjusted annual rates]

Corporate profits with inventory valuation adjustment and without capital consumption adjustment

Durable goods 2 Nondurable goods?
¢ tEl_ec—I Mo}t]qr Foo(ji
ompu- rica vehi- an ~
woarer | man- Fabri fer | equip- | cles % | o | oun
q - cated ~ and ment, | bodies erage ;
fac 1 Ma g - Total ical and Other
turin Total metal chiner elec appli and Other and rod- coal
s prod- Y| tronic | ances, | trail- tobacco pucts ol
ucts prod- and ers, prod- Ducts
ucts compo- and ucts
nents parts
26.5 1 1 2 | i 3. 3 129
23.8 1 3. 2. 122
23.4 1 2. 2. 121
26.3 1 4, 3. 123
29.7 1 4, 4 133
32.6 1 4, 4 14.5
39.8 2 6. 5 16.5
126 2 5. 5 18.6
39.2 2 4, 4 18.0
419 2 5. 5 194
37.3 1 4, 4 18.1
21.5 1 L. 17.0
35.1 1 5. 185
419 2 6 19.2
i o A
55.2 2 2. 34.5
713 3 1. 39.9
79.3 3 9. 414
90.5 4 1 9. 1 45.1
89.6 3 4 .
1
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2
166.3 - 101.5 2 2
157.0 1 1 .1 6 73.6 21. 25.1 9 1
150.6 1 1 3 1. 783 30. 23.0 8 2
1443 1 6 -1 843 25. 14.2 269 | 17
526 | - 9 =9. 78.0 28. 12.6 29.6 1
48.2 ~ 1 =5. 58.1 24, 18.4 6| 13
76.0 = A1) -12. 81.9 23. 19.5 233 15
150.2 3 1 2 -1 1189 22. 238 4931 23
254.8 1 2 1 g =17 181.0 28. 453 704 | 36
127.7 1 4 -1 109.8 24, 22.1 4211 20
147.4 2 1 4| -134 117.9 20. 22.2 522 | 22
155.0 3 1 =151 -103 119.3 22. 21.8 437 25
170.7 4 1 15| -13.8 128.4 21. 23.1 59.0 | 24
235.5 6 1 1 32| -158 175.0 29. 47.1 65.1 | 33
264.0 8 2 1 72| -108 177.8 26. 46.4 66.4 | 38.
260.7 7 2 1 6.7 -198 185.2 29. 433 742 | 38.
258.9 7 2 1 56| -263 186.0 28. 44.4 76.0 | 37
300.7 | 10 2 1 84| -182 198.5 29. 54.1 745 | 40
289.9 . 24.1 18.3 6.8 | -264 2112 29. 53.6 924 | 35
331.9 | 115, 248 18.5 103 | -166 216.0 34. 46.6 | 101.1| 33.

IFor SIC data, includes primary metal industries, not shown separately.

2Industry groups shown in column headings reflect NAICS classification for data beginning 1998. For data on SIC basis, the industry
groups would be, machinery—industrial machinery and equipment; electrical equipment, appliances, and components—electronic and other
electric equipment; motor vehicles, bodies and trailers, and parts—motor vehicles and equipment; food and beverage and tobacco products—
food and kindred products; and chemical products—chemicals and allied products.

3See footnote 3 and Note, Table B-91.

Source: Department of Commerce, Bureau of Economic Analysis.
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TABLE B—93.—Sales, profits, and stockholders’ equity, all manufacturing corporations, 1965-2006
[Billions of dollars]

All manufacturing corporations Durable goods industries Nondurable goods industries
Profits Profits Profits
Year or
Stock- Stock- Stock-
Quarter ?ﬁé‘:)s Before | After | holders’ ?gé%s Before | After | holders’ %35)5 Before | After | holders’
income | income | equity? income | income | equity? income | income | equity?
taxes! | taxes taxes! | taxes taxes! | taxes

12406 43 .

3066 | 2249| 13480 1. 1466 | 106.1 6739 | 1, 1600 | 1188 6742

3314 | 2445| 14627 | 2, 1670 | 1214 7431 .
3147 | 2344 | 14829 . 13956 | 106.5 7030
3553 | 2578| 15693 | 2, 1983 | 1403 8696 | 1, 1565 | 1175 6997
1|2 1907 | 131.8| 1,0543 | 20908 | 1905 | 1435 7687
69.2| 46.8| 18924 | 6204 | 312| 193] 1,1015| 5432| 380| 274 7909

NAICS:5

2000: IV ... 11288 | 62.1| 417| 18338 6230 269| 154| 11000 | 5058 352| 263 7338

In the old series, “income taxes” refers to Federal income taxes only, as State and local income taxes had already been deducted. In the
new series, no income taxes have been deducted.

2Annual data are average e?uity for the year (using four end-of-quarter figures).
. 3Begitnning 1988, profits before and after income taxes reflect inclusion of minority stockholders’ interest in net income before and after
income taxes.

4Data for 1992 (most significantly 1992:1) reflect the early adoption of Financial Accounting Standards Board Statement 106 (Employer's
Accounting for Post-Retirement Benefits Other Than Pensions) by a large number of companies during the fourth quarter of 1992. Data for
1993 (1993:1) also reflect adoption of Statement 106. Corporations must show the cumulative effect of a change in accounting principle in
the first quarter of the year in which the change is adopted.
p, 5t[)ata(sb|%s)ed on the North American Industry Classification System (NAICS). Other data shown are based on the Standard Industrial Classi-
ication .

Note.—Data are not necessarily comparable from one period to another due to changes in accounting principles, industry classifications,
sampling procedures, etc. For explanatory notes concerning compilation of the series, see “Quarterly Financial Report for Manufacturing,
Mining, and Trade Corporations,” Department of Commerce, Bureau of the Census.

Source: Department of Commerce, Bureau of the Census.
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TABLE B-94.—Relation of profits after taxes to stockholders’ equity and to sales, all manufacturing
corporations, 1959-2006

Ratio of profits after income taxes (annual

Profits after income taxes per dollar of

rate) to stockholders’ equity—percent! sales—cents
Year or quarter Al Durable Nondurable Al Durable Nondurable
manufacturing goods goods manufacturing goods goods

corporations industries industries corporations industries industries
104 104 104 48 48 49
9.2 8.5 9.8 44 4.0 48
8.9 8.1 9.6 43 3.9 47
9.8 9.6 9.9 45 44 47
103 10.1 104 47 45 49
11.6 11.7 115 5.2 5.1 5.4
13.0 13.8 12.2 5.6 5.7 5.5
134 14.2 12.7 5.6 5.6 5.6
117 11.7 11.8 5.0 48 5.3
12.1 12.2 119 5.1 49 5.2
115 114 115 48 46 5.0
9.3 8.3 10.3 4.0 35 45
9.7 9.0 10.3 41 3.8 45
10.6 10.8 10.5 43 42 4.4
12.8 13.1 12.6 47 47 48
134 129 14.0 47 45 5.0

New series:
1973: IV . 143 133 153 56 5.0 6.1
149 12.6 17.1 5.5 47 6.4
116 103 129 46 4.1 5.1
139 137 142 5.4 5.2 5.5
142 145 13.8 5.3 5.3 5.3
15.0 16.0 142 5.4 5.5 5.3
16.4 15.4 174 5.7 5.2 6.1
139 112 16.3 48 4.0 5.6
13.6 119 15.2 47 42 5.1
9.2 6.1 119 3.5 2.4 44
10.6 8.1 12.7 4.1 3.1 49
12.5 124 12.5 46 44 48
10.1 9.2 11.0 3.8 34 4.1
9.5 7.5 115 3.7 2.9 46
12.8 119 13.7 49 45 5.2
16.1 143 17.8 5.9 5.2 6.6
135 111 16.0 49 4.1 5.7
10.6 7.9 13.1 3.9 3.0 48
6.2 14 10.6 24 5 41
2.1 -5.1 8.2 8 -1.7 3.1
8.0 5.7 10.0 2.8 1.8 37
15.8 16.3 15.2 54 5.3 5.5
16.0 154 16.6 5.6 5.2 6.0
16.7 15.7 17.6 6.0 5.5 6.5
16.7 16.3 17.1 6.2 5.8 6.7
15.8 16.4 15.2 5.9 5.9 6.0
16.4 16.1 16.8 6.2 6.1 6.4
15.1 12.5 18.7 6.1 5.4 6.9
9.9 7.0 139 4.0 3.1 5.1

NAICS:*

2000: 1V oo 9.1 5.6 143 3.7 2.5 5.2
2.0 -1.0 14.7 8 =33 5.7
1.5 2.1 14.5 3.2 1.0 5.8
12.1 8.5 16.3 5.4 39 7.0
15.8 12.9 19.3 7.1 6.2 8.0
16.6 12.4 21.6 14 5.9 8.9
143 11.8 172 6.6 5.8 14
174 153 199 1.6 7.1 8.1
16.2 122 21.0 1.2 5.8 8.6
153 123 19.0 6.9 5.9 78
153 10.8 20.7 7.1 5.4 9.0
17.9 14.7 21.6 7.9 6.9 9.0
17.8 133 23.1 e 6.4 9.2
154 10.7 20.9 6.8 5.0 8.6
18.2 14.9 21.7 8.5 1.2 9.8
18.2 14.2 224 8.2 6.6 9.8
184 14.2 22.8 8.5 6.8 10.1

IAnnual ratios based on average equity for the year (using four end-of-quarter figures). Quarterly ratios based on equity at end of quarter.

2See footnote 3, Table B-93.
3See footnote 4, Table B-93.
4See footnote 5, Table B-93.

Note.—Based on data in millions of dollars.

See Note, Table B-93.

Source: Department of Commerce, Bureau of the Census.
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TABLE B—95.—Historical stock prices and yields, 19492003

Common stock prices! Common stock yields
(S&P) (percent) >
New York Stock Exchange indexes 2 Standard | Nasdag
& Poor’s | composite
Year Com- December 31, 1965=50 Dow Jones composite | index | Dividend- | Earnings-
posite industrial index (Feb. 5 rice rice
(%%0023—1 Com- | Indus- | Transpor- itivy 4 | Fi aerage’ (1941} 197-1?1 r%tins r%titﬂ
5000)° || posite | trial | tation |Utility*| Finance =107 | 100)
1949 .. 9.02 179.48 15.23] .. 6.59 15.48
1950 10.87 216.31 18.40 6.57 13.99
1951 13.08 257.64 22.34 6.13 11.82
1952 13.81 270.76 24.50 5.80 9.47
1953 13.67 275.97 24.73 5.80 10.26
1954 16.19 333.94 29.69 4.95 8.57
1955 21.54 442.72 40.49 4.08 7.95
1956 24.40 493.01 46.62 4.09 1.55
1957 23.67 475.71 44.38 435 7.89
1958 24.56 491.66 46.24 3.97 6.23
1959 30.73 632.12 57.38 3.23 5.78
1960 30.01 618.04 55.85 347 5.90
1961 35.37 691.55 66.27 2.98 4,62
1962 33.49 639.76 62.38 3.37 5.82
1963 37.51 714.81 69.87 3.17 5.50
1964 43.76 834.05 81.37 3.01 5.32
1965 47.39 910.88 88.17 3.00 5.59
1966 46.15 873.60 85.26 3.40 6.63
1967 50.77 879.12 91.93 3.20 5.73
1968 55.37 906.00 98.70 3.07 5.67
1969 54.67 876.72 97.84 3.24 6.08
1970 45.72 753.19 8322 .. 3.83 6.45
1971 54.22 884.76 98.29 3.14 541
1972 60.29 950.71 109.20 2.84 5.50
1973 57.42 923.88 107.43 3.06 712
1974 43.84 759.37 82.85 447 11.59
1975 483.55| 45.73 802.49 86.16 431 9.15
1976 575.85( 54.46 974.92 102.01 3.77 8.90
1977 567.66 || 53.69 894.63 98.20 4,62 10.79
1978 567.81 | 53.70 820.23 96.02 5.28 12.03
1979 616.68 || 58.32 844.40 103.01 547 13.46
1980 72015/ 68.10 891.41 118.78 5.26 12.66
1981 782.62| 74.02 932.92 128.05 5.20 11.96
1982 728.84 1 68.93 884.36 119.71 5.81 11.60
1983 979.52 | 92.63 1,190.34 160.41 440 8.03
1984 97733 92.46 1,178.48 160.46 4.64 10.02
1985 1,142.97 || 108.09 1,328.23 186.84 290.19 425 8.12
1986 1,438.02 || 136.00 1,792.76 |  236.34 366.96 3.49 6.09
1987 1,709.79 || 161.70 227599 | 286.83|  402.57 3.08 548
1988 1,585.14 || 149.91 2,060.82 |  265.79 37443 3.64 8.01
1989 1,903.36 || 180.02 2,508.91 322.84| 43781 3.45 742
1990 1,939.47 || 183.46 | 225.78 158.62| 181.20| 133.26| 2,678.94| 334.59| 409.17 3.61 6.47
1991 2,181.72 || 206.33 | 258.14 173.99| 185.32| 150.82| 2,929.33| 376.18| 491.69 3.24 479
1992 2,421.51 || 229.01| 284.62 201.09| 19891| 179.26| 3,284.29| 41574 599.26 2.99 422
1993 2,638.96 || 249.58 | 299.99 24249 22890| 216.42| 3522.06| 45141 715.16 2.78 4.46
1994 2,687.02 || 254.12| 315.25 247.29| 209.06| 209.73| 3,793.77| 460.42 751.65 2.82 5.83
1995 3,078.56 || 291.15| 367.34 269.41| 220.30| 238.45| 4,493.76 541.72 925.19 2.56 6.09
1996 3,787.20|| 358.17 | 453.98 327.33| 249.77| 303.89| 5,742.89 670.50 | 1,164.96 2.19 5.24
1997 4,827.35 || 456.54 | 574.52 414.60| 283.82 | 424.48| 7,441.15| 873.43| 1469.49 1.77 457
5,818.26 || 550.26 | 681.57 468.69| 378.12| 516.35| 8,625.52| 1,085.50| 1,794.91 149 3.46
6,546.81|| 619.16| 774.78 491.60| 473.73| 530.86| 10,464.88| 1327.33| 2,728.15 1.25 3.17
6,805.89 || 643.66| 810.63 413.60| 477.65| 553.13| 10,734.90 | 1427.22| 3,783.67 115 3.63
6,397.85|| 605.07 | 748.26 44359| 377.30| 595.61| 10,189.13| 1,194.18| 2,035.00 1.32 2.95
5578.89|| 527.62 | 657.37 431.10| 260.85| 555.27| 9,226.43 993.94 | 1,539.73 1.61 2.92
5,447.46 ()] 633.18 436.51| 237.77| 565.75| 8993.59 965.23 | 1,647.17 1.77 3.84

1 Averages of daily closing prices. _ ) ) o

2Includes stocks as follows: for NYSE, all stocks listed; for Dow Jones industrial average, 30 stocks; for S&P composite index, 500 stocks;
and for Nasdaq composite index, over 5,000. ) ) .

3The NYSE relaunched the composite index on January 9, 2003, incorporating new definitions, methodology, and base value. (The com-
posite index based on December 31, 1965=50 was discontinued.) Subset indexes on financial, energy, and health care were released by the
NYStE undJanuary 8, 2004 (see Table B-96). NYSE indexes shown in this table for industrials, utilities, transportation, and finance were dis-
continued.
~ “Effective April 1993, the NYSE doubled the value of the utility index to facilitate trading of options and futures on the index. Annual
indexes prior to 1993 reflect the doubling.

5Based on 500 stocks in the S&P composite index. o ) )

6Aggregate cash dividends (based on latest known annual rate) divided by aggregate market value based on Wednesday closing prices.
Monthly data are averages of weekly figures; annual data are averages of monthly figures. o

7Quarterly data are ratio of earnings (after taxes) for 4 quarters ending with particular quarter to price index for last day of that quarter.
Annual data are averages of quarterly ratios.

Sources: New York Stock Exchange (NYSE), Dow Jones & Co., Inc., Standard & Poor’s (S&P), and Nasdaq Stock Market.
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TABLE B—96.—Common stock prices and yields, 2000-2006

Common stock prices! Common stock yields
Standard = (S&P) (percent) 4
New York Stock Exchange indexes? 3 Dow &alguo?'rs conﬁs ag
_ posite
Year or month (December 31, 2002=5,000) Jones composite index Dividend- | Earnings-
c health industriazl (IlngdH (1F39.15, prti.ce5 prti.ces
om- U ea average - = ratio ratio
posite | Financial Energy Care 43=10)2 100)2
2000 6,805.89 10,734.90 1,427.22 3,783.67 3.63
2001 6,397.85 10,189.13 1,194.18 2,035.00 2.95
2002 5,578.89 9,226.43 993.94 1,539.73
2003 5447.46 | 5583.00 527390 | 5,288.67 8,993.59 965.23 1,647.17
2004 6,612.62 | 6,822.18 6,952.36 | 5924.80 | 10,317.39 1,130.65 1,986.53
2005 7,349.00 | 7,383.70 9,377.84 | 6,283.96 | 10,547.67 1,207.23 2,099.32
2006 8357.99 | 8,654.40 | 11,206.94 | 6,685.06 | 11,408.67 1,310.46 2,263.41

2002: Jan 6,1561.15 9,923.80 1,140.21 1,976.77
Feb 6,022.23 9,891.05 1,100.67 1,799.72
Mar 6,352.08 10,500.95 1,153.79 1,863.06
Apr 6,212.88 10,165.18 1,112.03 1,758.80
May .. 6,087.85 10,080.48 1,079.27 1,660.31
June .. 5,765.89 9,492.44 1,014.06 1,505.49
July 5,139.94 8,616.52 903.59 1,346.09
Aug 5,200.62 8,685.48 912.55 1,327.36
Sept 4,980.65 8,160.78 867.81 1,251.07
0 4,862.70 8,048.12 854.63 1,241.91

5,104.89 8,625.72 909.93 1,409.15
5,075.76 8,526.66 899.18 1,387.15

5,065.78 | 5,092.08 4,900.65 | 5,043.19 8,474.59 895.84 1,389.56
4,738.56 | 4,723.86 4,802.42 | 4,788.19 7,916.18 837.62 1,313.26
4724.19 | 4,685.40 4,855.44 | 485473 7,971.73 846.62 1,348.50
4,977.45 | 5,036.82 4916.44 | 5,078.71 8,332.09 890.03 1,409.83
5,269.96 | 5357.20 5190.65 | 5316.27 8,623.41 935.96 1,524.18
5583.42 | 5,690.39 552245 | 5,557.87 9,098.07 988.00 1,631.75

5567.94 | 5,790.61 5276.08 | 5457.98 9,154.39 992.54 1,716.85
5,580.87 | 5,776.36 5368.25 | 5,263.19 9,284.78 989.53 1,724.82
5,748.42 | 5,897.76 5453.23 | 5,402.56 9,492.54 1,019.44 1,856.22
589439 | 6,187.33 5562.99 | 542831 9,682.46 1,038.73 1,907.89
5989.42 | 6,282.53 547484 | 552185 9,762.20 1,049.90 1,939.25
6,239.14 | 6,475.68 597331 | 5,751.14 | 10,124.66 1,080.64 1,956.98

6,569.76 | 6,827.35 6,323.29 | 6,000.57 | 10,540.05 1,132.52 2,098.00
6,661.38 | 6,978.62 6,337.87 | 6,134.16 | 10,601.50 1,143.36 2,048.36
6,574.75 | 6,914.60 6,465.53 | 5908.76 | 10,323.73 1,123.98 1,979.48
6,600.77 | 6,792.05 6,638.65 | 6,028.53 | 10,418.40 1,133.08 2,021.32
6,371.44 | 6,495.19 6,572.79 | 6,022.12 | 10,083.81 1,102.78 1,930.09
6,548.06 | 6,683.10 6,780.86 | 6,063.65 | 10,364.90 1,132.76 2,000.98

6,443.45 | 6,569.52 6,971.57 | 5823.34 | 10,152.09 1,105.85 1,912.42
6,352.83 | 6,566.19 6,866.75 | 5,733.68 | 10,032.80 1,088.94 1,821.54
6,51.90 | 6,773.95 7,270.08 | 5,890.05 | 10,204.67 1,117.66 1,884.73
6,608.98 | 6,792.44 7,593.71 | 5,668.02 | 10,001.60 1,118.07 1,938.25
6,933.75 | 7,118.40 7,773.26 | 581820 | 10,411.76 1,168.94 2,062.87
7,134.42 | 735473 7,843.99 | 6,006.46 | 10,673.38 1,199.21 2,149.53

7,066.85 | 7,282.65 7,841.24 | 597034 | 10,639.51 1,181.41 2,071.87
7,241.89 | 7,377.10 8,646.71 | 6,052.78 | 10,723.82 1,199.63 2,065.74
127551 | 7,274.12 9,077.38 | 6,148.03 | 10,682.09 1,194.90 2,030.43
7,077.97 | 17,014.98 8,793.74 | 6,253.05 | 10,283.19 1,164.42 1,957.49
7,094.02 | 7,092.20 851339 | 6,432.30 | 10,377.18 1,178.28 2,005.22
7,238.96 | 7,199.86 9,122.87 | 6,408.88 | 10,486.68 1,202.26 2,074.02

7,389.23 | 7373.25 9,607.53 | 6,342.76 | 10,545.38 1,222.24 2,145.14
748293 | 7374.01 | 10,034.26 | 6,383.81 | 10,554.27 1,224.27 2,157.85
7,584.49 | 743585 | 10,672.51 | 6,412.24 | 10,5632.54 1,225.91 2,144 61
7,373.23 | 17,368.60 991563 | 6,270.83 | 10,324.31 1,191.96 2,087.09
7,585.75 | 17,800.01 9,998.62 | 6,297.57 | 10,695.25 1,237.37 2,202.84
7,787.22 | 8,011.76 | 10,310.18 | 6,434.97 | 10,827.79 1,262.07 2,246.09

8,007.35 | 8187.86 | 10,965.30 | 6,604.09 | 10,872.48 1,278.72 2,289.99
8,044.86 | 8280.82 | 10,74143 | 6,566.87 | 10,971.19 1,276.65 2,273.67
8,174.34 | 8459.04 | 10,702.23 | 6,653.63 | 11,144.45 1,293.74 2,300.26
8351.28 | 8572.54 | 11,467.85 | 6,519.78 | 11,234.68 1,302.18 2,338.68
8353.45 | 8608.10 | 11,380.52 | 6,488.14 | 11,333.88 1,290.00 2,245.28
798559 | 822513 | 10,690.86 | 6,395.87 | 10,997.97 1,253.12 2,137.41

8340.25 | 11,360.86 | 6,566.19 | 11,032.53 1,260.24 2,086.21
857468 | 11,610.65 | 676381 | 11,2567.35 1,287.15 2,117.77
8,789.30 | 10,807.75 | 6,910.95 | 11,533.60 1,317.81 2,221.94
9,101.77 | 11,020.11 | 6,975.17 | 11,963.12 1,363.38 2,330.17
9,261.53 | 11,657.36 | 6,845.16 | 12,185.15 1,388.63 2,408.70
9,461.77 | 12,078.39 | 6,931.01 | 12,377.62 1,416.42 2,431.91

1 Averages of daily closing prices.

2|ncludes stocks as follows: for NYSE, all stocks listed (in 2006, over 2,650); for Dow Jones Industrial average, 30 stocks; for S&P com-
posite index, 500 stocks; and for Nasdaq composite index, in 2006, about 3,200.

3The NYSE relaunched the composite index on January 9, 2003, incorporating new definitions, methodology, and base value. Subset indexes
on financial, energy, and health care were released by the NYSE on January 8, 2004.

4Based on 500 stocks in the S&P composite index.

5Aggregate cash dividends (based on latest known annual rate) divided by aggregate market value based on Wednesday closing prices.
Monthly data are averages of weekly figures, annual data are averages of monthly figures.

6 Quarterly data are ratio of earnings (after taxes) for 4 quarters ending with particular quarter to price index for last day of that quarter.
Annual data are averages of quarterly ratios.

Sources: New York Stock Exchange (NYSE), Dow Jones & Co., Inc., Standard & Poor’s (S&P), and Nasdaq Stock Market.
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AGRICULTURE

TABLE B—97.—Farm income, 1945—-2006
[Billions of dollars]

Income of farm operators from farming
Gross farm income
Year Cash marketing receipts Produc-
Value of Direct tion leltcgﬁ{g‘
Total! Livestock inventory | Government | expenses
Total and Crops? | changes3 | payments*
products

1945 25.4 217 12.0 9.7 -0.4 0.7 13.1 123
1946 29.6 24.8 138 11.0 0 8 14.5 15.1
1947 32.4 29.6 16.5 131 -1.8 3 17.0 154
1948 36.5 30.2 17.1 131 17 3 18.8 17.7
1949 30.8 218 154 124 -9 2 18.0 12.8
1950 33.1 284 16.1 124 8 3 19.5 13.6
1951 38.3 328 19.6 13.2 1.2 3 223 15.9
1952 37.7 32.5 18.2 143 9 3 228 149
1953 344 31.0 16.9 14.1 -6 2 215 13.0
1954 342 29.8 16.3 136 5 3 218 124
1955 334 29.5 16.0 135 2 2 222 113
1956 33.9 304 16.4 14.0 -5 6 227 112
1957 34.8 29.7 174 123 6 1.0 237 11.1
1958 39.0 335 19.2 142 8 11 25.8 132
1959 37.9 336 189 147 0 7 21.2 10.7
1960 38.6 34.0 19.0 15.0 4 7 274 11.2
1961 405 35.2 19.5 15.7 3 15 28.6 12.0
1962 423 36.5 20.2 16.3 6 17 30.3 12.1
1963 434 31.5 20.0 174 6 1.7 316 11.8
1964 23 37.3 19.9 174 -8 2.2 31.8 105
1965 46.5 39.4 219 175 1.0 2.5 33.6 129
1966 50.5 434 25.0 184 -1 3.3 36.5 14.0
1967 50.5 428 24.4 184 7 3.1 38.2 123
1968 51.8 44.2 25.5 18.7 1 3.5 39.5 123
1969 56.4 48.2 28.6 196 1 3.8 42.1 143
1970 58.8 50.5 29.5 21.0 0 3.7 44.5 144
1971 62.1 52.7 30.5 223 14 3.1 47.1 15.0
1972 711 61.1 35.6 255 9 4.0 51.7 19.5
1973 98.9 86.9 458 41.1 34 2.6 64.6 344
1974 98.2 92.4 413 51.1 -1.6 5 71.0 21.3
1975 100.6 88.9 43.1 458 34 8 75.0 25.5
1976 102.9 95.4 46.3 49.0 -15 7 82.7 20.2
1977 108.8 96.2 476 48.6 11 1.8 88.9 199
1978 128.4 112.4 59.2 53.2 19 3.0 103.2 25.2
1979 150.7 1315 69.2 62.3 5.0 14 1233 21.4
1980 149.3 139.7 68.0 717 -6.3 13 133.1 16.1
1981 166.3 141.6 69.2 72.5 6.5 19 139.4 26.9
1982 164.1 142.6 70.3 72.3 -14 3.5 140.3 23.8
1983 153.9 136.8 69.6 67.2 -10.9 9.3 139.6 143
1984 168.0 142.8 72.9 69.9 6.0 8.4 142.0 26.0
1985 161.1 144.0 70.1 73.9 -2.3 11 132.6 28.5
1986 156.1 135.4 71.6 63.8 -2.2 11.8 125.0 311
1987 168.4 141.8 76.0 65.8 -2.3 16.7 130.4 38.0
1988 177.9 151.3 79.6 71.6 -4.1 145 138.3 39.6
1989 191.6 160.5 83.6 76.9 3.8 109 145.1 46.5
1990 197.8 169.3 89.1 80.2 3.3 9.3 151.5 46.3
1991 192.0 168.0 85.8 82.2 -2 8.2 151.8 40.2
1992 200.6 171.5 85.8 85.7 42 9.2 150.4 50.2
1993 205.0 178.3 90.5 87.8 -4.2 134 158.3 46.7
1994 216.1 181.4 88.3 93.1 8.3 79 163.5 52.6
1995 210.8 188.2 87.2 101.0 -5.0 7.3 171.1 39.8
1996 235.8 199.4 92.9 106.5 79 1.3 176.9 58.9
1997 238.0 207.8 96.5 1113 6 15 186.7 51.3
1998 2326 196.5 94.2 102.2 -6 124 185.5 47.1
1999 2349 187.8 95.7 92.1 -2 21.5 187.2 47.7
2000 2444 192.0 99.6 92.4 1.6 23.2 193.1 51.3
2001 252.7 200.1 106.7 93.4 1.1 22.4 197.1 55.6
2002 233.6 195.0 94.0 101.0 =34 124 193.4 40.2
2003 260.9 2155 105.6 109.9 =24 16.5 2004 60.4
2004 296.2 2379 123.6 1143 11.6 13.0 2108 85.4
2005 299.8 2389 125.0 114.0 4 24.3 226.0 73.8
2006 P 296.1 242.0 120.7 121.2 -3 16.5 237.2 58.9

1Cash marketing receipts, Government payments, value of changes in inventories, other farm related cash income, and nonmoney income

produced by farms including imputed rent of operator residences.

2Crop receipts include proceeds received from commodities placed under Commodity Credit Corporation loans. )
3 Physical changes in beginning and ending year inventories of crop and livestock commodities valued at weighted average market prices

during the year.

4Includes only Government payments made directly to farmers.

Note.—Data for 2006 are forecasts.

Source: Department of Agriculture, Economic Research Service.
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TABLE B—98.—Farm business balance sheet, 1950-2005
[Billions of dollars]

Assets Claims
Physical assets Financial assets
End of Nonreal estate nvest Real Non- | pooi
nd of year Total - nvest- Total ea real ropri-
Live- - ments ; estate etors’
assets elgteaatle stock l\élracg:]nd Cﬁ:ged Total4| in  |Others| ClIMS | gepts fifjgttg equity
and n¥otor Crops2 | 13 cooper-
poul- : 3 atives
try ! vehicles puts
17.1 123 9.7 2.1 70| 1216 5.2 57| 1107
195 143 0.2 2.9 1.3 136.0 5.7 6.9 1234
14.8 15.0 0.3 3.2 1.1 133.1 6.2 7.1 119.8
117 15.6 0.3 3.3 70| 1287 6.6 6.3 1158
112 15.7 0.4 35 6.9 132.6 7.1 6.7 1188
10.6 16.3 0.6 3.7 6.9 137.0 78 73| 1219
11.0 16.9 0.7 4.0 6.7 145.7 85 741 1298
139 17.0 0.8 42 6.6 154.5 9.0 82| 1373
17.7 18.1 14 45 6.9 168.7 9.7 94| 149.6
15.2 193 1.0 48 6.2 172.9 10.6 10.7| 151.6
15.6 19.1 0.0 42 58 174.4 113 11.1| 1519
16.4 19.3 04 45 59 181.6 123 11.8| 157.5
173 19.9 0.5 4.6 59 188.9 135 132 162.2
15.9 20.4 0.7 5.0 5.7 196.7 15.0 146 167.1
145 212 1.0 5.2 58 204.2 16.9 153 1721
176 224 14 5.4 6.0 2208 189 16.9| 185.0
19.0 24.1 1.6 5.7 6.0 234.0 20.7 185 194.8
18.8 26.3 2.0 5.8 6.1 246.1 22.6 19.6| 203.9
20.2 21.7 2.4 6.1 63| 2572 24.7 192| 2132
228 28.6 2.8 6.4 6.4| 267.8 26.4 200 2214
23.7 304 3.7 7.2 65| 2788 21.2 2131 2303
21.3 324 45 7.9 6.7 301.8 28.8 240 2489
33.7 34.6 5.7 8.7 69| 3399 314 26.7| 281.8
424 39.7 6.8 9.7 71| 4185 35.2 316| 3517
24.6 48.5 8.1 11.2 69| 4492 39.6 35.1| 3745
29.4 57.4 9.9 13.0 6.9 510.8 438 39.8| 4273
29.0 63.3 1.3 143 6.9 590.7 485 4571 496.5
319 69.3 0.5 135 7.0 651.5 55.8 52.6| 543.1
50.1 78.8 3.2 16.1 1.1 177.1 63.4 60.4| 6539
61.4 91.9 54 18.1 13 914.7 75.8 717 17672
60.6 97.5 6.7 193 74| 1,000.4 85.3 77.2| 838.0
53.5 101.1 82| 206 76| 9979 93.9 83.8| 820.2
53.0 103.9 971 219 78| 9625 96.8 87.2| 7785
49.5 101.7 09 228 8.1 959.3 98.1 88.1| 773.1
49.5 125.8 26| 243 83| 897.8| 1014 87.4| 709.0
46.3 86.1 33| 243 9.0 7759 94.1 78.1| 603.8
47.8 79.0 44| 244| 100 7220 84.1 67.2| 570.7
58.0 78.1 52| 253 99| 7565 75.8 62.7| 618.0
62.2 81.0 59| 256| 104| 7885 70.8 62.3| 6554
66.2 84.1 6.7| 263| 104| 8137 68.8 62.3| 682.7
70.9 86.3 8.3 2715 109 840.6 67.6 63.5| 709.5
68.1 85.9 0.5 28.7 11.8 844.2 67.4 644 7123
71.0 84.8 3.0 294 136 867.8 67.9 63.7| 736.2
72.8 85.4 6.3 310 153 909.2 68.4 659 7749
67.9 86.8 16 32.1 155 934.7 69.9 69.0| 795.8
57.8 87.6 9.1 3411 150] 9657 717 713| 822.8
60.3 88.0 9.0 349| 14.1] 1,0029 74.4 7421 8543
67.1 88.7 96| 357| 13.9] 10513 78.5 784 894.4
63.4 89.8 47| 405| 14.2] 1,0834 83.1 815| 9187
732 89.8 6.5 419| 14.6] 11388 87.2 80.5| 9711
76.8 90.1 7.1 430] 141] 12032 91.1 86.5 | 1,025.6
785 92.8 89| 436| 153] 12559 96.0 89.7(1,070.2
75.6 93.6 604 447| 158| 1,304.0| 1034 90.0 | 1,110.7
78.5 95.9 624 456| 16.9| 1,3788| 108.0 90.0 | 1,180.8
79.4 102.2 65.5 | coovvevrrees | v | 1,584.81 107.4 94.31,383.1
81.1 105.0 67.5 1,805.3 115.7 99.7| 1,589.8

LExcludes commercial broilers; excludes horses and mules beginning 1959; excludes turkeys beginning 1986.
2Non-Commodity Credit Corporation (CCC) crops held on farms plus value above loan rate for crops held under CCC.
3Includes fertilizer, chemicals, fuels, parts, feed, seed, and other supplies.
4Beginning in 2004 data available unly for total financial assets. Data through 2003 for other financial assets are currency and demand

deposits.

5Includes CCC storage and drying facilities loans.
6Does not include CCC crop loans.
7Beginning 1974, data are for farms included in the new farm definition, that is, places with sales of $1,000 or more annually.

Note.—Data exclude operator households. .
Beginning 1959, data include Alaska and Hawaii.

Source: Department of Agriculture, Economic Research Service.
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TABLE B—99.—Farm output and productivity indexes, 1948-2004

[1996=100]
Farm output Productivity
- indicators
Primary output

v Farm Farm

ear output output

Total | Livestock Seothlntnz{ﬁry per unit | per unit

and Crops p of total of

products factor labor

input input
1948 41 44 42 20 42 13
1949 41 47 40 18 40 13
1950 41 49 38 17 40 13
1951 43 52 40 18 41 15
1952 44 53 41 20 42 15
1953 45 54 42 21 43 16
1954 45 56 41 21 44 17
1955 46 58 42 23 44 18
1956 47 59 42 25 45 19
1957 46 58 41 29 45 20
1958 49 59 46 35 47 22
1959 51 62 46 53 43 24
1960 53 62 49 57 50 26
1961 53 65 48 56 51 21
1962 54 65 49 55 51 21
1963 56 67 51 56 52 29
1964 55 69 49 51 53 31
1965 57 67 52 51 54 32
1966 56 68 51 50 53 34
1967 58 70 53 52 56 38
1968 59 70 55 48 56 39
1969 60 70 57 46 56 40
1970 60 73 54 40 56 41
1971 64 74 61 40 60 45
1972 64 75 61 39 60 45
1973 67 76 65 42 62 43
1974 63 75 59 40 58 45
1975 66 70 67 41 64 48
1976 67 74 67 41 63 50
1977 71 75 72 40 67 54
1978 73 75 75 45 65 56
1979 78 77 82 a4 67 59
1980 75 80 75 39 64 58
1981 81 82 86 32 72 63
1982 82 81 87 51 74 69
1983 71 83 67 53 65 61
1984 81 82 85 51 71 72
1985 85 84 89 60 82 82
1986 82 84 83 58 80 78
1987 84 86 84 68 83 78
1988 80 88 74 84 80 73
1989 86 88 84 91 87 82
1990 90 89 90 92 91 91
1991 90 92 89 97 90 91
1992 96 94 97 95 98 99
1993 91 95 88 100 92 99
1994 101 99 104 98 98 94
1995 96 101 92 108 92 89
1996 100 100 100 100 100 100
1997 104 101 105 111 101 105
1998 105 104 104 126 101 112
1999 108 107 105 133 102 115
2000 108 108 107 120 107 122
2001 108 107 106 126 107 124
2002 107 110 102 126 107 122
2003 108 110 105 122 111 131
2004 112 110 114 116 117 144

~ Note.—Farm output includes primary agricultural activities and certain secondary activities that are closely linked to agricultural produc-
tion for which information on production and input use cannot be separately observed.

See Table B-100 for farm inputs.
Source: Department of Agriculture, Economic Research Service.
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TABLE B—100.—Farm input use, selected inputs, 1948—-2006

arm employmen elected indexes 0
F | t Selected ind f
(thousands) ! Cro input use (1996=100)
ps
, Sg:gyeerg v(g:trled Capital input Labor input Materials input
ear mil- :
and ; h Total Agri-
f Hired lions Dur- Pur-
Total | unpaid K f farm bl Hired Self- Feed E cul- hased
family |WOTKETS|  OT 1l input | Total | @€ | Total | Q| em- | Total | and | =™ | tural | €13SE
work- acres) er?]'é'npt fabor | pjoved seed | & c'hein- slﬁ;vs
ers icals
9,759 74331 2326 356 97| 108 66| 326 279| 349 48 60 77 20 43
9,633 7,392 2241 360 101 109 78| 318| 259| 347 54 62 86 21 41
9,283 6,965 2,318 345 102 112 90| 306| 270| 324 55 62 88 25 43
8,653 6,464 2,189 344 103 115 100 294 261| 311 57 65 88 25 47
8,441 6,301 2,140 349 104] 117 109 287| 255| 304 58 64 93 26 51
7,904 58171 2,087 348 104 119 1141 275| 248| 289 58 66 94 26 48
7,893 5782 2111 346 102 120 120 270| 234| 288 56 61 97 27 47
7,719 5675| 2,044 340 105 120 122 264 230 281 60 69 101 28 49
1,367 54511 1,916 324 105 120 124 247 210 267 63 71 101 30 51
6,966 5046 | 1,920 324 104 119 122 229 201 244 64 75 99 29 52
6,667 4,705 1,962 324 105 118 121 219 203| 227 68 790 105 30 54
6,565 4621 1,944 324 107 118 121 217 198 227 71 80 106 34 74
6,155 4260 1,895 324 106 118 123 205 198| 208 71 80| 109 34 72
5,994 4,135| 1,859 302 104 118 121 2000 197| 201 70 7| 112 37 70
5,841 997 1,844 295 106 118 119 201 197| 202 72 80| 113 41 71
5,500 3,700 1,800 298 106 118 119 192 196 190 74 83| 116 45 70
5,206 3,585 1,621 298 105 119 121 181 177 182 74 81 123 49 68
4,964 3,465 1,499 298 104 119 123 176| 167 181 74 80| 121 50 69
4,574 3,224 1,350 294 105 119 126 164| 150 170 78 86| 120 55 69
4,303 3,036 1,267 306 105 120 131 1541 139 161 80 87| 119 62 72
4,207 2,974 1,233 300 106 121 137 153] 135 162 81 83| 123 66 71
4,050 2,843 1,207 290 107 121 139 151] 136 158 85 92| 126 74 68
3,951 2,727 1224 293 107 120 140 144 137 147 86 95 126 79 65
3,868 2,665| 1,203 305 106 120 1421 142 136 145 86 92| 122 86 65
3,870 2,664 1206 294 107 119 142 141 135 144 88 95 118 94 64
3,947 2,702 1245 321 108 119 145 140 137 141 91 96 111 110 69
3,919 2,588 1331 328 108| 120 153 140| 146 136 90 96 97| 115 69
3,818 2,481 1337 336 104 121 159| 137] 148| 131 83 91 102 79 70
3,741 2,369 1,372 337 107 123 164| 135 150 128 88 95| 111 89 74
3,660 2,347 1313 345 106 124 170 131| 146 124 86 91 112 88 75
3,682 24100 1,272 338 113 126 175 129] 137 125 97| 104 119 92 88
3,549 2,320 1,229 348 116 127 182 131] 143 126 102| 110 107| 100 93
3,512 2,302 1,210 352 116 130 189 128| 141 121 102| 116 98| 100 83
3,325 2,238 1,087 366 112 128 190 128| 141 121 96| 111 91 94 79
3,260 2,135| 1125 362 111 127 187 119] 126 114 96| 113 88 83 88
3,073 1,982 1,091 306 110 125 178 117] 139 106 97| 114 88 77 86
2,932 1,919 1,013 348 106 120 170 114} 130 105 93] 103 92 90 83
2,712 1,742 970 342 103 119 161 103 113 98 92 104 85 83 85
2,678 1,732 946 325 102 115 1501 105 109| 103 91 104 101 81 78
2,674 1,710 964 302 100 111 139 107 112 105 90 101 96 78 81
2,679 1,719 960 297 100 109 131 109 117 105 91 99| 102 78 81
2,623 1,705 918 318 98| 107 125 105 108| 103 90 95 95 84 87
2,538 1,646 892 322 9] 105 121 99| 109 93 941 102 92 88 84
2,547 1,681 866 318 100 105 118 100| 110 94 96| 103 95 93 88
2,510 1,644 866 319 98] 103 114 97| 103 94 95| 102 94 93 85
2,375 1,518 857 308 99| 103 110 92| 101 83| 100 105 97 95 96
2,623 1,783 840 321 103 101 106| 107| 101 111 102 106| 100 94 100
2,609 1,741 868 314 105 101 103 107] 103 1101 106| 111 104 94 104
2,447 1,615 832 326 100 100 100| 100| 100| 100{ 100| 100| 100| 100 100
2,446 1,569 8771 333 103|100 98 99| 105 96| 106| 107| 104| 103 106
2,299 1,419 880 326 104 99 98 941 106 87| 113| 116| 115| 105 112
2,270 1,341 929 327 105 99 98 93] 112 84| 115| 122| 104| 104 115
2,150 1,260 890 325 102 98 98 89 106 79 110 120 94 103 108
2,100 1,227 873 321 101 98 98 87 104 78 110 116 99 100 111
2,148 1,262 886 316 100 98 99 88 105 79 108 114 106 99 104
2,017 1,181 836 324 97 97 100 83 96 76 105 116 85 93 100
2,012 1,187 825 321 96 97 102 78 85 75 104 117 82 94 101
1,988 1,208 780 321 || e | e | e [ v | e | e | e | e
.......................... 752 312

IPersons involved in farmwork. Total farm employment is the sum of self-employed and unpaid family workers and hired workers shown

ere.
~ 2Data from Current Population Survey (CPS), Department of Commerce (Census Bureau) and Department of Labor (Bureau of Labor Statis-

ics).
3 Acreage harvested plus acreages in fruits, tree nuts, and vegetables and minor crops. Includes double-cropping.

Source: Department of Agriculture, Economic Research Service.
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TABLE B—-101.—Agricultural price indexes and farm real estate value, 1975-2006
[1990-92=100, except as noted]

Prices received by Prices paid by farmers Adden-
farmers dum:
All Production items Average
mmod- farn|1
Year or Live- ities, ; ; rea
Al services, Live- Agri- estate
month | farm, Crons Sgon%k interest, stock | pgrgif. | CU- F;;m Farm \xﬂgg value
prod- P rod- taxes, |Total?| Feed | and izer tural | Fuels chin- | serv- Rent per
ucts pucts and poul- chemi- er ices acre
wage try cals y (dol-
rates! lars)3
73 88 62 47 55 83 39 87 72 40 38 48 44
75 87 64 50 59 83 47 74 78 43 43 52 48
73 83 64 53 61 82 18 72 71 46 47 57 51
83 89 78 58 67 80 65 72 66 48 51 60 55
94 98 90 66 76 89 88 77 67 61 56 66 60
98| 107 89 75 85 98 85 96 71 86 63 81 65
100 111 89 82 92| 110 80| 104 77 98 70 89 70
94 98 90 86 94 99 78| 105 83 97 76 96 74
98| 108 88 86 92| 107 76| 100 87 94 81 82 76
101 111 91 89 94| 112 73| 103 90 93 85 86 71
91 98 86 86 91 95 74 98 90 93 85 85 78
87 87 88 85 86 88 73 90 89 76 83 83 81
89 86 91 87 87 83 85 86 87 76 85 84 85
99| 104 93 91 90| 104 91 94 89 71 89 85 87
104 109| 100 96 95| 110 93 99 93 83 94 91 95
104 103| 105 99 99| 103| 102 97 95| 100 96 96 96 96
100 101 99 100 100 98| 102| 103 101 104, 100 98| 100| 100
98| 101 97 101] 101 99 96| 100 103 96| 104| 103| 104| 105
101 102| 100 104 104| 102| 104 96 109 93| 107| 110| 100| 108
100 105 95 106| 106, 106 94| 105 112 89| 113 110 108 111
102 112 92 109| 108| 103 82| 121 116 89| 120 115, 117| 114
12| 127 99 115| 115 129 75| 125 119| 102 125 116 128| 117
107 115 98 118| 119 125 94 121 121| 106| 128| 116| 136| 123
102 107 97 115| 113 111 88| 112 122 84| 132 115/ 120| 129
96 97 95 115| 111 100 95| 105 121 93| 135| 116| 113| 135
96 96 97 120| 116| 102| 110| 110 120 134| 139] 119| 110| 140
102 99| 106 123| 120| 108| 111| 123 121 118| 143| 121| 117| 146
98| 105 90 123| 118| 112| 102| 108 119| 112 148] 118| 119] 153
107| 111} 103 127 123| 114] 109| 124 121| 140| 151} 120| 120| 157
19| 117 122 133 131| 121| 128| 140 121| 162| 162| 121| 120| 160
116 112 120 140 139| 117] 138| 164 123 218| 173| 126 125| 165
. 116 120 112 146 145| 123| 135| 176 129| 233 180| 131 131| 170
2005: Jan ... | 111| 102| 121 136 133| 112| 133| 153 122| 170 169| 124| 125| 169
Feb ... | 114 107| 119 136 133| 110 133| 154 120 180 171| 124 125| 169
Mar .| 118| 115 121 138 136| 115 137| 154 121| 206| 171| 124| 125| 169
Apr .| 121| 120| 122 139] 139| 116| 142| 158 121 210 171} 125| 125| 161
May .. | 119 115 121 139 138| 118| 140| 160 121) 202 171} 125| 125| 161
June .. | 118| 119| 117 140 139| 121] 137| 161 122 212 172| 127| 125| 161
July .. | 116| 115 117 140 139| 122| 132| 160 123| 220 173] 127 125| 162
Aug ... | 116| 115 117 141 140| 122| 133| 161 124 232\ 173| 127 125| 162
Sept .| 116| 111] 122 142 141| 119] 137| 166 126 251| 174| 128 125| 162
Oct .| 111 103] 122 144 143| 117| 142| 175 127 284\ 174| 127 125| 166
Nov .| 112} 105| 121 142 141| 115| 143| 180 127\ 223| 175 127 125| 166
Dec .| 115| 111} 120 143 142 118| 143| 185 126| 221 176| 127| 125| 166
2006: Jan ... | 113| 108| 118 146 144 122| 142| 189 127 218| 178| 129| 131| 174 1,900
Feb ... | 113| 113] 114 145| 143| 121| 138| 183 127 207| 178] 129| 131
Mar .| 113| 117] 110 145| 143| 123| 133| 181 126| 219| 179] 129| 131
Apr .| 112| 122| 105 146 145| 123 130| 180 126 244| 180| 129| 131
May .. | 115| 127| 104 146 145| 124| 129| 177 129 253| 181| 130| 131
June .. | 117| 126] 110 147 146 123| 134| 174 129| 260| 182| 132| 131
July .. | 117{ 123| 110 147 146| 124] 133 171 130 259| 181 132| 131
Aug .| 120 126] 115 147 146| 122| 135| 166 129 267| 182| 132| 131
Sept .| 119| 122] 117 146 145| 122| 138| 169 131] 215| 181 132| 131
Oct .| 116| 115 117 146 144| 128| 132| 166 129| 205| 181| 130| 131
Nov .| 120| 123] 116 146 145| 140| 123| 166 130| 205| 183| 130| 131
Dec .| 121| 129] 113 148 147| 151| 123| 165 130| 209| 184| 130| 131

Hncludes items used for family living, not shown separately.
2|ncludes other production items not shown separately.
3 Average for 48 States. Annual data are: March 1 for 1975 February 1 for 1976-81, April 1 for 1982-85, February 1 for 1986-89, and Jan-

uary 1 for 1990-2006.

Note.—Data on a 1990-92 base prior to 1975 have not been calculated by Department of Agriculture.
Source: Department of Agriculture, National Agricultural Statistics Service.
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[Billions of dollars]

TABLE B—102.—U.S. exports and imports of agricultural commodities, 1950—-2006
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Export value, at U.S. port of exportation, is based on the selling price and includes inland freight, insurance, and other charges to the

Note.—Data derived from official estimates released by the Bureau of the Census, Department of Commerce. Agricultural commodities are
defined as (1) nonmarine food products and (2) other products of agriculture which have not passed through complex processes of manufac-
port. Import value, defined generally as the market value in the foreign country, excludes import duties, ocean freight, and marine insurance.

Source: Department of Agriculture, Economic Research Service.
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INTERNATIONAL STATISTICS

TABLE B=103.—U.S. international transactions, 19462006
[Millions of dollars; quarterly data seasonally adjusted. Credits (+), debits (—)]

Goods! Services Income receipts and payments
v Net Net Balancde Unilatertal Balance
ear or e on goods curren on
Balance i travel | Other Balance
quarter | ¢, military ; and ; transfers, | current
ports | Imports on and |services, : Receipts | Payments on 3
goods “t?g[fsag’ transpor-|  net services income net account
tation

11,764 -5,067 6,697 -424 733 310 7,316 772 =212 560 -2,991 4,885
16,097 -5973| 10,124 -358 946 1451 10,857 1,102 -245 857 =2,122 8,992
13,265 ~7,557 5,708 =351 374 175 5,906 1,921 -437 1,484 -4,973 2,417
12,213 -6,874 5,339 =410 230 208 5,367 1,831 -476 1,355 -5,849 873
10,203 -9,081 1,122 -56 -120 242 1,188 2,068 -559 1,509 -4,537|  -1,840

14,243)  -11,176 3,067 169 298 254 3,788 2,633 -583 2,050 -4,954
13,449| -10,838 2,611 528 83 309 3,531 2,751 -555 2,196 -5,113 614
12,412|  -10,975 1,437 1,753 -238 307 3,259 2,736 -624 2,112 -6,657| -1,286
12,929] -10,353 2,576 902 -269 305 3,514 2,929 -582 2,347 -5,642 219
14,4241 -11,527 ,89 -113 =297 299 ,186 406 -676 730 -5,086 430
17,556 -12,803 4,753 =221 -361 447 4,618 3,837 -735 3,102 -4,990 2,730
19,562) -13,291 6,271 -423 -189 482 6,141 4,180 -796 3,384 -4,763 4,762
16,414)  -12,952 3,462 -849 -633 486 ,466 3,790 -825 ,965 -4,647 784
16,458| -15,310 1,148 -831 -821 573 69 4,132| -1,061 3,071 -4,422| -1282
19,650 -14,758 4892 -1,057 -964 639 3,508 4616| -1,238 3,379 -4,062 2,824
20,108| -14,537 55711 -1,131 =978 132 4,195 4999 -1,245 3,755 -4,127 3,822
20,781)  -16,260 4,521 -912| 1,152 912 3,370 5618 -1324 4,294 -4,277 3,387
22,272)  -17,048 5,224 -742] -1309| 1,036 4210 6,157\  -1,560 4,596 -4,392 4414
25,501)  -18,700 6,801 -794| -1,146| 1161 6,022 6,824| -1,783 5,041 -4,240 6,823
26,461) -21,510 4,951 -487| -1,280| 1,480 4,664 74371 -2,088 5,350 -4,583 5,431
29,310] -25,493 3817 -1,043| -1331| 1497 2,940 7,528 -2,481 5,047 -4,955 3,031
30,666/ -26,86 3,8001 -1,187| -1,750 1,742 2,604 8,021\ -2,747 5274 -5,294 2,583
33,626] -32,991 635 -596| -1548| 1,759 250 9,367| -3,378 5,990 -5,629 611
36,414)  -35.807 607 -718] -1,763| 1,964 91| 10,913| -4,869 6,044 -5,735 399
42,469 -39,866 2,603 -641| -2,038] 2,330 2,254 11,748 -5515 6,233 -6,156 2,331
43319 -45579| -2,260 653| -2,345| 2,649] -1303| 12,707 -5435 1,212 -7,402| -1433
49,3811 -55797| 6,416 1,072| -3,063| 2965 -5443| 14765 6,572 8,192 -8,544| 5795
71,410| -70,499 911 740 -3,158| 3,406 1,900( 21,808/ 9,655 12,153 -6,913 7,140
98,306| -103,8111 -5,505 165 3,184 4231\ 4292\ 27,587| -12,084| 15503 -9,249 1,962
107,088 -98,185 8,903 1,461 -2812| 4854 12,404 25351 -12,564| 12,787 -7,075| 18,116
114,745 -124,228| -9,483 931| -2,558| 5,027| -6,082| 29375 -13311| 16,063 -5,686 4295
120,816| -151,907| -31,091 1,731| -3,565| 5,680 -27,246| 32,354| -14217| 18,137 -5,226| -14,335
142,075| -176,002| -33,927 857\ -3,573| 6,879| -29,763| 42,088 -21,680( 20,408 -5,788| -15,143
184,439| -212,007| -27,568| -1313| -2935| 7,251 -24,565| 63,834 -32961| 30,873 -6,593 -285
224250 -249,750| -25,500{ -1,822 =997 8,912 -19,407| 72,606 -42,532| 30,073 -8,349 2,317
237,044| -265,067| -28,023 -844 144| 12,552 -16,172| 86,529 -53,626| 32,903| -11,702 5,030
211,157\ -247,642| 36,485 112 -992| 13,209 -24,156| 91,747\ -56,583| 35164| -16,544| -5536
201,799 -268,901| 67,102 -563| -4,227| 14,124| -57,767| 90,000| -53,614| 36,386| -17,310| -38,691
219,926 -332,418| -112,492| -2,547| -8,438| 14,404| -109,073| 108,819| -73,756| 35063 -20,335| -94,344
215915 -338,088| -122,173| -4,390| -9,798| 14,483|-121,880| 98,542| -72,819| 25723 -21,998|-118,155
223,344) -368,425| -145081| -5181| -8,779| 20,502| -138,538| 97,064| -81,571| 15494 -24,132|-147,177
250,208| -409,765| -159,557| -3,844| -8,010| 19,728| -151,684| 108,184| -93,891| 14,293 -23,265| -160,655
320,230 -447,189| -126,959| -6,320| -3,013| 21,725|-114,566| 136,713| -118,026| 18,687 -25,274| -121,153
359,916 -477,665| -117,749| -6,749|  3,551| 27,805| -93,142| 161,287| -141,463 824|  -26,169| -99,486
387,401 -498438| -111,037| -7,599|  7,501| 30,270| -80,864| 171,742| -143,192] 28,550 -26,654| -78,968
414,083| -491,020| -76,937| -5275| 16,560 34,516 -31,136| 149,214| -125085 24,131 9,904 2,897
439,631 -536,528| -96,897| -1,448| 19,969| 39,163 -39,212| 133,767| -109,532| 24,235/ -35,100{ -50,078
456,943 -589,394| 132,451 1,383| 19,714| 41,040| -70,311| 136,057 -110,741| 25316 -39,811| -84,805
502,859| -668,690| —165,831 2,570| 16,305 48,463 -98,493| 166,521| -149,375| 17,146 -40,265| -121,612
575,204\ -749,374| -174,170 4,600( 21,772 51,414 -96,384| 210,244| -189,353| 20,891| -38,074| -113,567
612,113 -803,113| -191,000 5385/ 25,015| 56,535| -104,065| 226,129| -203,811| 22,318| -43,017| -124,764
678,366 -876,470| -198,104 4,968 22,152| 63,035/ -107,949| 256,804| -244,195| 12,609 -45,062| -140,402
670,416 -917,103| -246,687 5220 10,210| 66,651| -164,606| 261,819 -257,554 4265 -53,187| 213,528
683,965|-1,029,980| -346,015 2,593 ,085 73,051| -263,286| 293,925| -280,037| 13,888 -50,428| -299,826
771,994|-1,224,408| -452,414 317\ 2,486| 72,052| =377,559| 350,918 -329,864| 21,054| 58,645 415,150
718,712|-1,145900| -427,188| -2,296| -3,254| 69,943 -362,795| 288,251| -263,120| 25131 51,295/ -388,959
682,422|-1,164,720( -482,298|  —7,158| -4,245| 72,633| -421,068| 270,652| -258,443| 12,209| -63,587| -472,446
713,415/-1,260,717| -547,302| -12,527| -11,553| 76,485| -494,897| 303,062| -266,469| 36,593 -69,210| -527,514
807,516|-1,472,926| -665,410| -13,832| -12,800 80,746|-611,296| 374,913| -347,321| 27,592| -81,582| -665,286
894,631|-1,677,371| -782,740| -11,024| -12,492| 89,526| -716,730| 474,647| -463,353| 11,293| -86,072| 791,508
214189| -397,457| -183,268| -2,863| -4,124| 22,147|-168,108| 108,697| -105,076 3,621 -27,237| -191,724
.. | 222,591 -410,811| -188,220| -2,803| -2,831| 21,796|-172,058| 112,681| -110,687 1,994| -23,194| -193,258
Il .. | 224,947| -423,693| -198,746| -2,300| -2,598| 21,853|-181,792| 122,081| -114,240 7,841 -9,464| 183,415
IV .. 232,904| -445410| -212,506| -3,057| -2,940| 23,729 -194,774| 131,192| -133,351| -2,159| -26,176| -223,109
2006: | ... | 244,512\ -452,4811-207,969| 3,239 -2,740| 22,808 -191,140| 139,966| -142,482| -2,516| -19,542| -213,198
Il ... | 252,843 -463,441) -210,598| -3,514| -3,044| 24,042|-193114| 156,038/ -158,195| -2,157| -21,856|-217,127
Il | 262,069 -480,681| -218,612| -3,798| -2,328| 24,420\ -200,318| 160,791 -164,573| 3,782 -21,450| -225,550

1 Adjusted from Census data for differences in valuation, coverage, and timing; excludes military.
2|ncludes transfers of goods and services under U.S. military grant programs.

See next page for continuation of table.
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TABLE B—103.—U.S. international transactions, 1946—2006—Continued
[Millions of dollars; quarterly data seasonally adjusted. Credits (+), debits (—)]

Financial account Statistical
discrepancy
Canital U.S.-owned assets abroad, net Foreign-owned assets in the U.S., net
P [increase/financial outflow (-)] [increase/financial inflow (+)] 0Of
Year or account Total which:
quarter rans- - (sum of | geasonal
actions, Us. Other U.S. Us Foreign Other the adiust
net Total official Govern- rivate Total official foreign items mlent
reserve ment gssets assets assets with sign discren-
assets? assets reversed) anc p
Yy
-623
-3,315
-1,736
-266
1,758
=33
—415
1,256
480
182
-869
-1,165
2,292
1,035
2,145 -1,100 -5,144 2,294 1,473 821 -1,019
07 =910 -5,235 2,705 765 1,939 -989
1,535 -1,085 -4,623 1,911 1,270 641 -1,124
78 -1,662 -5,986 3,217 1,986 1,231 -360
171 -1,680 -8,050 3,643 1,660 1,983 -907
1,225 -1,605 -5,336 742 134 607 —457
70 -1,543 -6,347 3,661 672 4333 629
53 -2,423 -7,386 7,379 3,451 3,928 -205
-870 -2,274 -7,833 9,928 -774 10,703 438
-1,179 -2,200 -8,206 12,702 -1,301 14,002 -1,516
3,348 -1,589 | -10,229 6,359 6,908 -550 -219
3,061 -1,884 | -12,940 22,970 26,879 -3,909 -9,779
706 -1,568 | -12,925 21,461 10,475 10,986 -1,879
158 -2,644 | -20,388 18,388 6,026 12,362 -2,654
-1,467 366 | -33,643 35,341 10,546 24,796 -2,558
-849 -3474 | -35380 17,170 7,027 10,143 4417
-2,558 -4,214 | -44,498 38,018 17,693 20,326 8,955
=375 -3,693 | -=30,717 3,219 36,816 6,403 -4,099
732 -4,660 | -57,202 67,036 33,678 33,358 9,236
6 -3,746 | -61,176 40,852 -13,665 54,516 24,349
-7,003 -5,162 | -73,651 62,612 15,497 47115 20,386
-4,082 -5,097 | -103,875 86,232 ,960 81,272 21,792
-4,965 -6,131 | -116,786 96,589 3,593 92,997 36,630
-1,196 -5006 | 60,172 88,694 5,845 82,849 16,162
-3,131 -5489 | 31,757 117,752 3,140 | 114,612 16,733
-3,858 -2,821 | -38,074 146,115 =1,119 | 147,233 16,478
312 -2,022 | -110,014 230,009 35,648 | 194,360 28,590
9,149 1,006 | 89,450 248,634 45387 | 203,247 -9,048
-3912 2,967 | -105,628 246,522 39,758 | 206,764 | -19,289
-25,293 1,233 | -151,323 224,928 8,503 | 216,425 49,605
6,579 | 81,234 -2,158 2,317 | 81,393 141,571 33,910 | 107,661 25211
-4,479 | -64,389 5,763 2923 | -73,075 110,809 17,388 93,421 | -44,840
-557 | 74,410 3,901 -1,667 | 76,644 170,663 40,476 | 130,185 | 45,617
-1,299 | -200,551 -1,379 -351 | -198,823 282,041 71,753 | 210,288 4,617
-1,723 | -178,937 5,346 -390 | -183,893 305,989 39,583 | 266,406 =3,717
-927 | 352,264 -9,742 -984 | 341,538 438,562 109,880 | 328,682 28,196
-735 | 413,409 6,668 -989 | 419,088 551,096 126,724 | 424,372 | -12,188
-1,027 | 485475 -1,010 68 | 484,533 706,809 19,036 | 687,773 | 79,905
-766 | -353,829 -6,783 422 | 346,624 423,569 -19,903 | 443,472 | 144,554
-4,939 | -504,062 8,747 2,750 | 515,559 740,210 43,543 | 696,667 68,617
-1,010 | -560,523 =290 =941 | -559,292 | 1,046,896 42,758 | 1,004,138 | -70,213
-1,270 | -382,616 -4911 -486 | -377,219 782,859 28,059 | 754,800
-1,470 | -294,646 -3,681 345 | -291,310 797,813 115945 | 681,868
-3,321 | -326,424 1,523 537 | -328,484 864,769 278,275 | 586,494
-2,261 | -867,802 2,805 1,710 | -872,317 | 1,450,221 387,809 | 1,062,412
-4,351 | -426,80 14,096 5539 | -446,436 | 1212,25 199,495 | 1,012,755
-2,691 | -87,391 5331 2,591 | -95313 224,128 18,965 | 205,163
-589 | -196,376 -197 989 | -196,568 346,179 74,613 | 271,566
-557 | -132,380 4,766 1,501 | -138,647 388,592 33,983 | 354,609
514 | -10,656 4,796 45 -15,911 253,350 71,934 | 181,416 9,219
-1,756 | —355,978 513 1,049 | 357,540 527,498 75,697 | 451,801 43,434 10,437
Il ... -1,003 | -211,375 -560 1,765 | 212,580 364,576 75,869 | 288,707 64,929 -3,040
Il e 551 | 223,769 1,006 287 | —225,062 400,161 80,775 | 319,386 49,709 | -14,324

3Consists of gold, special drawing rights, foreign currencies, and the U.S. reserve position in the International Monetary Fund (IMF).
Source: Department of Commerce, Bureau of Economic Analysis.
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TABLE B—-104.—U.S. international trade in goods by principal end-use category, 1965-2006
[Billions of dollars; quarterly data seasonally adjusted]

Exports Imports
Nonagricultural products Nonpetroleum products
veartr Aeri- Indus- Petra- Indus-
qu Total tcuI—I trilejxl Capi(tjal Total Ieu? trigl Capi;al
ota ura b goods otal | an p goods
prod- | Total sugr%les except rﬁgttﬁlé Other prod- | Total suapgldles except rﬁgtti% Other
ucts auto- ucts auto-
nr]i%tlii motive Tlaeatli motive
20.2 16 8.1 1.9 2.6 2150 2.0 19.5 9.1 1.5 09 80
224 8.2 8.9 24 2.9 2550 21 234 10.2 22 1.8 92
242 85 9.9 28 3.0 269 21 24.8 10.0 2.5 241 99
27.3 9.6 11.1 35 32 330, 24 30.6 12.0 2.8 401 118
303 10.3 12.4 39 3.7 358 26 33.2 11.8 34 49 13.0
351 12.3 14.7 39 43 399 29 36.9 12.4 40 5.5/ 15.0
355 10.9 154 47 45 456 3.7 419 13.8 43 741 164
39.9 119 16.9 55 56 55.8| 47 511 16.3 59 87| 20.2
53.4 17.0 22.0 6.9 16 705/ 84 62.1 19.6 83| 103 239
75.9 26.3 30.9 8.6 10.0) 103.8| 26.6 712 27.8 98| 120/ 275
84.8 26.8 36.6| 10.6 10.8 98.2| 27.0 71.2 24.0 10.2| 11.7] 253
914 284 39.1) 121 11.7) 124.2| 346 89.7 29.8 12.3| 162 314
96.5 29.8 398 134 13.5| 151.9| 450/ 106.9 35.7 140/ 18.6] 38.6
112.2 34.2 475 152 15.3| 176.0| 42.6| 1334 40.7 193]  25.0 484
149.0 52.2 60.2| 179 18.7| 212.0| 60.4| 151.6 475 246 266 52.8
182.2 65.1 763 174 2341 249.8| 795 1702 53.0 316] 283 574
193.0 63.6 842 197 255 2651 784| 186.7 56.1 37.1]  31.0| 624
173.9 57.7 765 172 224 2476) 620 1857 48.6 384 343 643
164.7 52.7 717\ 185 21.8] 2689| 55.1| 2138 53.7 43.7) 4301 733
181.5 56.8 710, 224 253 3324| 581 2744 66.1 60.4| 56.5| 914
186.3 54.8 793 249 27.2| 3381| 514 286.7 62.6 61.3] 649 979
196.2 59.4 828 251 289 3684 343 3341 69.9 7201 78.1| 1142
220.4 63.7 927\ 21.6 364 409.8] 429 366.8 70.8 85.1| 85.2| 125.7
281.4 826 119.1] 334 46.3| 4472| 39.6| 4076 8311 102.2| 1879|1344
318.8 90.5] 136.9] 351 56.3| 477.7) 50.9| 426.8 846 1123| 87.4| 1425
347.2 97.0/ 153.0] 362 61.0/ 4984 623 436.1 83.0/ 116.4| 88.2| 1485
374.0 101.6| 166.6| 39.9 65.9] 491.0 51.7| 4393 81.3] 121.1] 85.5| 1514
395.6| 101.7| 176.4| 46.9 70.6] 5365 51.6| 4849 89.11 134.8| 91.5 169.6
413.3| 1051 1827 51.6 7401 589.4| 515/ 5379/ 100.8] 153.2| 102.1| 182.0
455.8| 112.7| 2057 575 79.9| 668.7) 51.3| 617.4| 113.6] 185.0| 118.1| 200.6
518.0/ 1356 2344 614 86.5) 749.4| 56.0| 693.3| 1285 222.1| 123.7| 219.0
550.6| 1387 254.0 644 936 803.1| 72.7| 7304| 136.1] 228.4| 128.7|237.1
619.9| 1486 2958/ 73.4| 102.0{ 876.5 71.7| 804.7| 144.9| 253.6| 139.4| 266.8
617.3| 139.4) 299.8| 725 1055/ 917.1) 50.6| 866.5 151.6] 269.8| 148.6| 296.4
634.3| 140.3| 311.2| 753 1075 1,030.0f 67.8] 962.2| 156.3] 295.7| 179.0| 331.2
719.2| 1639| 357.0| 80.4| 117.9| 17224.4|1202| 1104.2| 181.9| 347.0| 1959|3794
663.8| 150.5| 321.7) 754 116.2| 1,1459|103.6| 10423 1725 298.0| 189.8| 382.0
789 1109 1,164.7) 103.5| 1,061.2| 164.6| 2833 203.7| 409.6

1End-use commodity classifications beginning 1978 and 1989 are not strictly comparable with data for earlier periods. See Survey of Cur-
rent Business, June 1988 and July 2001.

Note.—Data are on a balance of payments basis and exclude military. o
In June 1990, end-use categories for goods exports were redefined to include reexports; beginning with data for 1978, reexports (exports of
foreign goods) are assigned to detailed end-use categories in the same manner as exports of domestic goods.

Source: Department of Commerce, Bureau of Economic Analysis.
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TABLE B—105.—U.S. international trade in goods by area, 1999—2006
[Millions of dollars]

32006 ftirst
quarters
Item 1999 2000 2001 2002 2003 2004 2005 at annual
rate!
EXPORTS .....voerririinncerneiiseeneeninnns 683,965 | 771,994 | 718712 | 682,422 | 713,415 | 807,516 | 894,631 | 1,012,565
Industrial countries ........cocccveuvcrrennnnn. 401,525 | 438292 | 406,148 | 381,132 | 398,761 | 441,552 | 484,272 538,484
Euro area? . 105474 | 115826 | 111,049 | 103,860 | 109,957 | 124,793 | 135712 151,012
Canada .. 166,713 | 178,877 | 163,259 | 160,916 | 169,930 | 189,982 | 212,192 231,475
Japan ... 56,073 63,473 55,879 49,670 50,252 52,288 53,264 57,671
United Klng 37,657 40,725 39,701 32,085 32,871 35,124 37,570 44,512
Other3 35,608 39,391 36,260 34,601 35,751 39365 45,534 53,808
Other countries 282,440 | 333,701 | 312,564 | 301,290 | 314,654 | 365964 | 410,359 474,081
OPECA ... 18,315 17,625 19,503 17,808 16,554 21,584 31,308 38,771
Othergf o 264,125 | 316,076 | 293,061 | 283,482 | 298,100 | 344,380 | 379,051 435311
which:
China . 13,047 16,141 19,108 22,040 28,287 34,638 41,799 53,751
Mexico 86,758 | 111,172| 101,181 97,242 97,224 | 110,698 | 120,264 134,041
International organizations
and unallocated 1
IMPORTS .....cooierrnriinneernrissseernenienns 1,029,980 | 1,224,408 | 1,145,900 | 1,164,720 | 1,260,717 | 1,472,926 | 1,677,371 | 1,862,137
Industrial countries ........cocccveuvcrrennnnn. 557,249 | 636,311 | 599,330 | 591,844 | 622,073 | 702,263 | 772,416 823,709
Euro area? . 144,928 | 164,002 | 166,190 | 172,474 | 187,608 | 209,393 | 228524 246,487
Canada .. 201,287 | 233,676 | 218,726 | 211,756 | 224,248 | 259,035 | 293,314 311,044
Japan ... 130,873 | 146,492 | 126,478 | 121,426 | 118,033 | 129,807 | 138,008 146,564
United King 38,789 43,388 40,982 40,464 42,574 46,032 50,536 53,173
Other3 ... 41,372 48,753 46,954 45,724 49,610 57,996 62,034 66,441
Other countries 472,731 | 588,097 | 546,570 | 572,876 | 638,644 | 770,663 | 904,955 | 1038428
OPECA ... 41,952 66,995 59,752 53,246 68,346 94,105 | 124,939 150,279
Othergf o 430,779 | 521,102 | 486,818 | 519,630 | 570,298 | 676,558 | 780,016 888,149
which:
China . 81,789 | 100,021 | 102,279 | 125,189 | 152,426 | 196,674 | 243472 277,367
Mexico 110,550 | 136,811 | 132,205 | 135,496 | 139,036 | 157,105 | 172,110 201,324
International organizations
and unallocated
BALANCE (excess of exports +) ... | —346,015 | —-452,414 | -427,188 | -482,298 | 547,302 | —665,410 | 782,740 | -849,572
Industrial countries ........cocccveuvcrrennnnn. -155724 | -198,019 | -193,182 | -210,712 | -223,312 | -260,711 | -288,144 | -285225
Euro area? . -39,454 | 48,176 | 55141 | -68614 | -77,651 | -84,600| -92812 -95,475
Canada .. -34,574 | 54,799 | 55467 | -50,840 | -54318 | -69,053 | -81,122 -79,569
Japan ... 74,800 | -83,019| -70,599 | -71,756 | -67,781 | -77,519| -84,744 -88,887
United King -1,132 -2,663 -1,281 -8,379 -9,703 | -10,908 | -12,966 -8,661
Other3 ... -5,764 -9,362 | -10,694 | -11,123 | -13,859 | -18,631 | -16,500 -12,633
Other countries -190,291 | -254,396 | -234,006 | -271,586 | —323,990 | —404,699 | —494,596 | -564,347
OPECA ... -23,637 | 49370 | -40,249 | -35438 | -51792| -72)521| -93631| -111508
Othergf o -166,654 | -205,026 | -193,757 | -236,148 | -272,198 | 332,178 | —400,965 | -452,839
which:
China . -68,742 | -83,880 | 83,171 | -103,149 | -124,139 | -162,036 | -201,673 | -223,616
Mexico -23,792 | -25639 | -31,024| -38254| -41812| -46,407| -51_846 -67,283

International organizations
and unallocated

1

1Preliminary; seasonally adjusted.

2Euro area includes: Austria, Belgium, Finland, France, Germany, Ireland, Italy, Luxembourg, Netherlands, Portugal, Spain, and beginning

2001, Greece.

3Australia, New Zealand, and South Africa and other western Europe.
“Orgamzatmn of Petroleum Exporting Countries, consisting of Algeria, Indonesia, Iran, Irag, Kuwait, 9L1|1bya Nigeria, Qatar, Saudi Arabia,

United Arab Emirates, and Venezuela. Previously included Ecuador (through 1992) and Gabon (through 1

5Includes mainly Latin America and Other Western Hemisphere and other countries in Asia and Africa, less members of OPEC.

Note.—Data are on a balance of payments basis and exclude military.
For further details, and additional data by country, see Survey of Current Business, July 2006.

Source: Department of Commerce, Bureau of Economic Analysis.
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TABLE B—106.—U.S. international trade in goods on balance of payments (BOP) and Census basis,
and trade in services on BOP basis, 1981-2006
[Billions of dollars; monthly data seasonally adjusted]

Goods: Exports Goods: Imports Services
(f.a.s. value) 12 (customs value)® (BOP basis)
Census basis (by end-use category) Census basis (by end-use category)
Auto- | Con- Auto- sﬁ?r?er
Year or Foods Indus-| Cap- | mo- |sumer Foods Indus-| Cap- | mo- oods
month Total, feeds | trial | ital | tive | goods| Total, feeds | trial | ital | tive %non- Ex- Im-
BOP | Total, and | sup- goods | vehi- | (non-| BOP Total, and | sup- goods | vehi- food) orts | ports
basis3 | Census bev- plies |except| cles, | food) | basis | Census bev- plies |except| cles, p p p
basis 34 or- and | auto- partds, exctept basis 4 or- and | auto- partds, cept
ma- | mo- | and | auto- ma- | mo- | an
3883 terials| tive | en- | mo- 39S terials| tive | en- | 2UI0-
gines | tive gines | tive
F.a.s. value? Customs value
JUVSSTPRY VPPOTSOO VPPIROO DUPRROION PO 265.11 2610 o] e | e e e 57.4| 455
31.3] 6L.7) 72.7| 157| 143 247.6| 244.0| 17.1) 112.0{ 35.4| 33.3] 39.7|| 64.1] 517
309 56.7| 67.2| 16.8| 13.4| 2689| 258.0| 18.2| 107.0| 40.9| 40.8| 449| 64.3] 550
3150 6L.7| 72.0| 20.6| 133 332.4| 6330.7| 21.0| 123.7| 59.8| 53.5 60.0| 71.2| 67.7
2401 585 73.9| 229| 126/ 3381 63365 21.9| 1139 65.1| 66.8] 683| 732 729
223 57.3| 758 21.7| 142 3684| 3654| 24.4)|1013| 71.8| 78.2| 794\ 86.7) 80.
2431 66.7| 86.2| 246/ 17.7) 409.8| 406.2| 24.8/ 111.0| 845/ 852/ 887| 987 908
323 8511109.2| 29.3| 23.1| 447.2| 441.0| 24.8) 1183|101.4| 87.7| 959|| 110.9] 985
37.2| 99.3| 138.8| 34.8| 36.4| 477.7) 473.2| 25.1|132.3|113.3] 86.1] 102.9|| 127.1] 1025
35.11 1044 152.7| 37.4| 433 4984 4953 26.6| 143.2| 116.4| 87.3| 1057\ 147.8| 117.7
3571 109.7 166.7| 40.0/ 459 491.0| 488.5| 26.5| 131.6|120.7| 857/ 108.0|| 164.3] 1185
40.3| 109.1| 1759 47.0{ 51.4| 536.5( 532.7| 27.6|138.6| 134.3| 91.8/ 122.7| 177.3| 119.6
40.6| 111.8] 181.7| 52.4| 54.7| 589.4| 580.7\ 27.9| 145.6| 152.4| 102.4| 134.0| 185.9| 123.8
42.0| 121.4] 205.0f 57.8| 60.0| 668.7| 663.3| 31.0f162.1|184.4| 118.3| 146.3|| 200.4| 133.1
50.5| 146.2| 233.0| 61.8| 64.4| 749.4| 7435 33.2| 181.8|221.4| 123.8| 159.9|| 219.2| 1414
55.5| 147.7 253.0| 65.0/ 70.1| 803.1| 7953 357| 204.5|228.11128.9] 172.0|| 239.5| 152.6
51.5 158.2| 294.5| 74.0| 77.4| 876.5| 869.7| 39.7| 213.8| 253.3| 139.8| 193.8|| 256.1| 165.9
46.4| 148.3| 299.4| 724 80.3| 917.1| 9119| 41.2|200.1| 269.5| 148.7| 217.0| 262.8| 180.7
46.0| 147.5| 310.8| 75.3| 80.9| 1,030.0{ 1,024.6| 43.6|221.4|295.7| 179.0( 241.9|| 281.9| 199.2
47.9| 172.6| 356.9| 80.4| 89.4| 1,224.4| 1218.0| 46.0| 299.0| 347.0{ 195.9| 281.8|| 298.6| 223.7
49.4|160.1| 321.7| 75.4| 88.3| 1,145.9| 1,141.0| 46.6| 273.9| 298.0 189.8| 284.3|| 286.2| 221.8
49.6| 156.8/ 290.4| 78.9| 84.4| 1,164.7| 1,161.4| 49.7| 267.7| 283.3| 203.7| 307.8|| 292.3| 231.1
55.0( 173.0 293.7| 80.6| 89.9| 1,260.7| 1,257.1| 55.8| 313.8| 295.9| 210.1| 333.9|| 302.7| 250.3
56.6] 204.0| 331.6| 89.2| 103.1| 1,472.9| 1,469.7| 62.1| 412.8| 343.5| 228.2| 372.9|| 344.4] 290.3
59.0] 233.1| 362.7| 98.6| 115.7 1,677.4| 1,673.5| 68.1| 523.9| 379.2| 239.5| 407.2|| 380.6| 314.6
47| 18.6| 28.7| 80| 93| 1327 1324| 55| 384| 309 19.6/ 335| 305| 258
47 189 283 7.8 94| 1336 1333| 54| 394 299 195/ 347\ 30.7| 257
48| 18.9| 29.0/ 7.7/ 94| 1312 1309| 55| 396 29.9| 188 325/ 312 257
49| 196/ 30.3| 80/ 93| 1365 1361 55| 414 317| 19.1] 336| 311 259
52| 197\ 296 7.8 96| 136.1| 1358 56| 404| 313 19.8) 34.0|| 314] 259
50 196 303| 79| 95| 1383 138.0f 56| 41.6/ 323 198 34.1|| 31.6/ 26.1
49| 19.6/ 30.3| 83| 96| 1384 1381 56 42.8| 317/ 19.8] 334\ 317 262
49| 20.0| 311} 84| 96| 140.6| 140.3| 57| 445 318 203 334\ 318 262
49| 19.2| 29.2| 85 9.9 1447 1443| 59| 47.1| 322| 202| 341|| 324| 266
50/ 19.3| 31.2| 85| 95| 1485/ 1482 58| 50.2| 32.2| 20.7| 345|| 326 267
. . 49| 195 32.2| 87 100/ 1472 1469| 59| 49.1| 323| 20.7| 340| 325 268
Dec ... 794 806 5.0/ 20.1] 327/ 89| 105 1496/ 1493 6.0/ 49.3| 330/ 211 352| 331 271
2006:Jan ... | 814| 822 53| 21.1] 333| 88| 10.4| 153.6| 153.2| 6.2| 50.2| 34.1| 22.3| 352| 333] 274
Feb ... 80.8| 81.7| 5.0/ 20.7| 334/ 9.0/ 103] 148.8| 1484| 6.0 49.6| 32.5| 21.3] 344| 33.0| 277
82.4| 833| 52| 222 334| 86| 105 150.1| 149.7| 6.4| 46.4| 344 21.0 36.6| 336| 279
81.8| 828 52| 222| 333| 87| 10| 1514 1510/ 6.2| 48.9| 345 214| 354| 342 281
84.1) 851| 55| 230/ 34.1| 85 10.6] 155.1| 1547\ 6.1 52.7| 34.7| 209| 356| 345 287
87.0 879 57| 237 350 9.0/ 108 157.0/ 156.6] 6.0/ 52.1| 34.7| 22.2| 36.7|| 343| 289
85.5| 865 57| 23.1| 337, 96| 109/ 1589| 1585 6.3| 54.2| 354 209 36.8|| 345 286
88.0 89.2| 6.0| 236| 349| 95/ 11.2| 1629 1625 6.5 559| 36.3| 21.4| 374| 347 284
88.6| 899 58| 246/ 356/ 88 108 1589 1585 6.4 523 358 21.1] 380| 348/ 287
88.5| 89.8| 58| 242 357 87| 112/ 1535 153.1] 6.5| 46.9| 355/ 20.8| 382| 352| 289
89.1 907 56| 239| 36.4| 9.1 11.4] 1538 1535 6.4| 459| 358 21.1] 39.1| 357 292

1 Department of Defense shipments of grant-aid military supplies and equipment under the Military Assistance Program are excluded from
total exports through 1985 and included beginning 1986.
2F.a.s. (free alongside ship) value basis at U.S. port of exportation for exports.
3Beginning 1989, exports have been adjusted for undocumented exports to Canada and are included in the appropriate end-use categories.
For prior years, only total exports include this adjustment.

4Total includes “other” exports or imports, not shown separately.

STotal arrivals of imported goods other than intransit shipments.
6Total includes revisions not reflected in detail.
7Total exports are on a revised statistical month basis; end-use categories are on a statistical month basis.
Note.—Goods on a Census basis are adjusted to a BOP basis by the Bureau of Economic Analysis, in line with concepts and definitions
used to prepare international and national accounts. The adjustments are necessary to supplement coverage of Census data, to eliminate

duplication of transactions recorded elsewhere in international accounts, and to value transactions according to a standard definition.

Data include international trade of the U.S. Virgin Islands, Puerto Rico, and U.S. Foreign Trade Zones.
Source: Department of Commerce (Bureau of the Census and Bureau of Economic Analysis).
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TABLE B—107.—International investment position of the United States at year-end, 1998—2005

[Billions of dollars]

Type of
investment 1998 1999 2000 2001 2002 2003 2004 2005p
NET INTERNATIONAL INVESTMENT POSITION
OF THE UNITED STATES:
With direct investment at current cost ..... -895.4 -766.2| -1,381.2| -1919.4| -2,088.0| -2,131.2| -2,360.8| -2,693.8
With direct investment at market value ... | -1,070.8| -1,037.4| -1,581.0| -2,339.4| -2,454.3| -2,339.8| -2,448.7| -2,546.2
U.S.-OWNED ASSETS ABROAD:
With direct investment at current cost ..... 50955 59744| 6,2388| 6,308.7| 6,652.2| 7,6489| 9,186.7| 10,008.7
With direct investment at market value ... JA79.1 7,399.7| 7,401.2) 6,930.5 07.8| 8,318.2| 10,075.3| 11,079.2
U.S. official reserve assets .......ocooreerernens 146.0 136.4 1284 130 0 158.6 183.6 189.6 188.0
Gold ! 75.3 76.0 71.8 2.3 90.8 108.9 1139 134.2
Special drawing rights ...............ccccccc.ccccce 10.6 10.3 10.5 10 8 12.2 12.6 13.6 8.2
Reserve position in the International Mon-
etary Fund .. 24.1 18.0 14.8 17.9 22.0 22.5 19.5 8.0
Foreign currencies . 36.0 32.2 31.2 29.0 33.7 39.5 425 37.6
U.S. Government assets, other than official re-
serve assets 86.8 84.2 85.2 85.7 853 84.8 83.1 715
U.S. credits and other long-term assets ... 84.9 81.7 82.6 83.1 82.7 82.0 80.3 71.0
Repayable in dollars .. 84.5 81.4 82.3 82.9 824 81.7 80.0 76.7
Other 3 3 3 3 3 3 3 3
us. fere|gn currency holdings and U. S
short-term assets .........ccoovecvveerimnicrrnenns 1.9 26 26 25 26 2.8 2.8 6
U.S. private assets:
With direct investment at current cost ..... 48628| 57537| 6,0252| 60931 64083 73805 89140| 97431
With direct investment at market value ... | 5946.4| 7,179.0| 7,187.6| 6,7149| 6,563.9| 8,049.8| 9,802.7| 10,813.6
Direct investment abroad:
At current cost ... 1,196.0| 14144 1531.6| 1693.1| 1867.0] 2059.9| 2399.2| 24539
At market value .. ,279.6 |  2,839.6 694.0|  23149| 20226 ,129.1 ,287.9|  3,524.5
Foreign securities ... 2,069.4| 25519 24255 2169.7| 2,079.9| 20953.8| 3,553.4| 4,074.0
Bonds 594.4 548. 572.7 557.1 705.2 874.4 993.0 987.5
Corporate StoCKS ........ccccveervemreeerriirinnes 1,475.0| 2,003.7| 14852.8| 1,612.7 1,374.71 2,079.4| 2560.4| 3,086.5
U.S. claims on unaffiliated foreigners
reported by U.S. nonbanking concerns ...... 588.3 704.5 836.6 839.3 901.9 594.0 7335 784.5
U.S. claims reported by U.S. banks, not in-
cluded el 1,009.0| 1,0829| 1231.5| 1390.9| 1559.5| 17729 22279| 24307
FOREIGN-OWNED ASSETS IN THE UNITED
STATES:
With direct investment at current cost ..... 59909 6,740.6| 7,6200| 8,228.1| 8740.3| 9,780.1| 11,547.4| 12,702.5
With direct investment at market value ... 7,2499| 8437.1| 89822| 9,2699| 9,262.1| 10,657.9| 12,524.1| 13,6254
Forelgn official assets in the United States ... 896.2 951.1 1,030.7 1,109.1 1,251.0| 1,562.8| 2,001.4| 2216.1
. Government securities . 669.8 693.8 756.2 847.0 970.4| 11865| 14993| 16494
us. Treasury securities . 622.9 617.7 639.8 720.1 812.0 986.3| 1,241.3| 11,2889
(07111 QO 46.8 76.1 116.4 126.9 158.4 200.2 258.0 360.5
Other U. S Government liabilities 184 21.1 19.3 17.0 17.1 16.6 16.5 16.0
U.S. liabilities reported by U.S. banks, not
included elsewhere 125.9 138.8 1534 134.7 155.9 201.1 2704 294.7
Other foreign official assets 82.1 97.3 101.8 110.4 107.6 158.6 215.2 256.1
Other foreign assets:
With direct investment at current cost ..... 5094.7| 5789.5| 6,589.3| 7,119.0| 7,489.3| 8217.3| 9,546.0| 10,486.4
With direct investment at market value ... 6,353.7| 7,486.0| 7,9515| 8,1609| 8011.1| 19,0952 10,522.7| 11,409.3
Direct investment in the United States:
At current cost ... 9200 1,101.7| 1421.0| 15185 15000 1577.0 1,727.1 ,874.3
At market value .. 2,179.0| 2,798.2| 2,783.2| 2,560.3| 2,021.8| 2,4549| 2,703.7| 2,797.2
U.S. Treasury securities .. 543.3 440.7 381.6 375.1 473.5 521.2 562.3 7049
U.S. securities other than U.S. Treasury se-
curities 1,903.4| 2351.3| 26230 28214| 2779.1| 34229| 39955 43907
Corporate and other bonds 724.6 8252 10686 1,343.1 1,531.0] 1,7108| 2,0351| 22752
Corporate stocks 1,178.8| 1,526.1| 15544 14783 1248.1| 17121| 19604 21155
U.S. currency 2283 250.7 256.0 279.8 301.3 317.9 3327 '352.2
U.S. liabilities to unaffiliated foreigners re-
ported by U.S. nonbanking concerns ......... 485.7 578.0 7389 7983 897.3 4509 507.7 563.7
U.S. liabilities reported by U.S. banks, not
included eISEWNEre .......o...ccoomvvrvecrrimnrrreenns 1,0140| 1,067.2| 1,168.7| 1326.1| 15382| 19214 24208 26006

1Valued at market price.

Note.—For details regarding these data, see Survey of Current Business, July 2006.
Source: Department of Commerce, Bureau of Economic Analysis.
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TABLE B—108.—Industrial production and consumer prices, major industrial countries, 1980—-2006

Year or quarter Sl{g{teesdl Canada Japan France Germany 2 Italy KliJnnétd%%
Industrial production (Index, 2002=100) 3

55.1 57.3 722 75.9 759 78.7 74.0
55.9 57.6 729 75.1 74.5 76.9 71.7
53.1 53.2 731 74.5 72.1 74.5 73.0
54.5 56.1 75.5 74.5 726 72.8 15.7
59.5 63.1 82.5 75.8 4.7 75.2 15.7
60.3 66.3 85.5 76.3 783 75.3 79.9
61.0 65.8 85.4 78.2 79.8 784 81.9
64.1 68.5 88.3 79.6 80.1 80.4 85.1
67.4 731 96.5 824 83.0 86.0 89.2
68.1 72.9 102.1 853 87.0 89.3 911
68.7 70.9 106.4 86.6 91.5 88.7 90.8
67.7 68.3 108.4 86.4 94.1 87.9 87.7
69.7 69.2 102.2 853 92.0 86.9 88.0
72.0 72.5 98.6 81.9 85.1 849 90.0
76.0 77.1 99.8 85.3 87.5 90.1 94.8
79.8 80.6 103.1 87.0 88.1 95.4 96.5
83.2 81.6 105.5 86.7 88.2 93.8 97.8
89.2 86.2 109.3 90.4 91.0 97.5 99.2
94.6 89.2 102.1 93.9 94.4 98.6 100.2
99.1 94.4 102.4 96.1 95.5 98.5 101.6
103.6 102.6 108.0 100.0 100.8 102.7 103.5
100.0 98.4 101.2 101.3 101.1 101.6 102.0
100.0 100.0 100.0 100.0 100.0 100.0 100.0
101.1 100.7 103.0 99.6 100.4 99.5 99.7
103.6 102.7 108.5 102.1 103.5 98.9 100.5
106.9 104.0 109.8 102.3 106.9 98.1 98.6

1112 | s 114.6
106.0 102.9 109.6 102.1 104.9 97.3 99.4
106.7 103.4 109.5 101.5 106.0 98.5 99.1
106.9 104.4 109.0 102.1 107.5 99.3 98.3
108.1 105.1 112.1 102.0 109.3 98.8 97.8
109.5 104.7 112.6 102.6 109.9 100.0 98.4
1112 103.7 1135 103.2 112.2 100.1 98.5
112.3 103.4 114.5 102.7 1142 100.8 98.7

1122 | s 117.4

Consumer prices (Index, 1982-84=100)

1980 82.4 76.1 91.0 72.2 86.7 63.9 78.5
1981 90.9 85.6 95.3 81.8 92.2 75.5 87.9
1982 96.5 94.9 98.1 91.7 97.0 87.8 95.4
1983 99.6 100.4 99.8 100.3 100.3 100.8 99.8
1984 103.9 104.7 102.1 108.0 102.7 1114 104.8
1985 107.6 109.0 104.2 114.3 104.8 121.7 1111
1986 109.6 113.5 104.9 117.2 104.6 128.9 114.9
1987 1136 1184 104.9 121.1 104.9 135.1 119.7
1988 1183 123.2 105.6 124.3 106.3 141.9 125.6
1989 124.0 129.3 108.0 128.7 109.2 150.7 1354
1990 130.7 135.5 1114 132.9 112.2 160.4 148.2
1991 136.2 143.1 115.0 137.2 116.3 170.5 156.9
1992 140.3 145.3 117.0 140.4 122.2 179.5 162.7
1993 1445 147.9 1185 143.4 1276 187.7 165.3
1994 148.2 148.2 119.3 145.8 1311 195.3 169.3
1995 1524 1514 119.2 148.4 1333 205.6 175.2
1996 156.9 153.8 119.3 151.4 135.3 213.8 1794
1997 160.5 156.3 1215 153.2 137.8 218.2 185.1
1998 163.0 157.8 122.2 154.2 139.1 222.5 1914
1999 166.6 160.5 121.8 155.0 140.0 226.2 194.3
2000 172.2 164.9 121.0 157.6 142.0 231.9 200.1
2001 177.1 169.1 120.1 160.2 144.8 2383 203.6
2002 179.9 172.9 119.0 163.3 146.7 2443 207.0
2003 184.0 177.7 1187 166.7 148.3 250.8 213.0
2004 188.9 181.0 1187 170.3 150.8 256.3 219.4
2005 195.3 184.9 1183 173.2 153.7 2613 225.6
2006 201.6 188.7 1187 176.2 156.3 266.9 232.8
2005:1 1919 182.9 1183 1717 152.3 259.1 222.8
I 1945 184.6 1185 173.2 153.2 260.9 2255
. 196.9 186.2 1183 173.8 1544 262.4 226.3
V.. 197.9 186.3 1183 174.2 154.9 263.3 2275
2006: | 198.9 187.3 1181 174.8 155.3 264.6 228.2
Il 202.3 189.3 1187 176.5 156.3 266.7 232.1
.. 203.4 189.4 119.0 176.8 156.9 268.1 2341
Ve 201.7 188.8 1187 176.6 156.9 268.1 236.6

1See Note, Table B-51 for information on U.S. industrial production series.
2Prior to 1991 data are for West Germany only. )
3All data exclude construction. Quarterly data are seasonally adjusted.

Note.—National sources data have been rebased for industrial production and consumer prices.
Sources: National sources as reported by each country; Department of Labor (Bureau of Labor Statistics), and Board of Governors of the

Federal Reserve System.
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TABLE B—109.—Civilian unemployment vate, and hourly compensation, major industrial countries,
1980-2006
[Quarterly data seasonally adjusted]

Year or quarter gtnaligg Canada Japan France mGaenrYI Italy Klijnngieodm
Civilian unemployment rate (Percent) 2

1980 7.1 1.3 2.0 6.5 2.8 44 6.9
1981 16 1.3 2.2 16 4.0 49 9.7
1982 9.7 10.7 24 383 56 5.4 10.8
1983 9.6 11.6 2.7 8.6 36.9 59 11.5
1984 15 10.9 2.8 10.0 7.1 59 11.8
1985 12 10.2 2.1 10.5 12 6.0 114
1986 7.0 9.3 2.8 10.6 6.6 375 114
1987 6.2 8.4 2.9 10.8 6.3 19 10.5
1988 5.5 74 2.5 10.3 6.3 19 8.6
1989 5.3 7.1 2.3 9.6 5.7 18 13
1990 356 1.7 21 38.6 5.0 7.0 7.1
1991 6.8 9.8 21 9.1 356 36.9 89
1992 15 10.6 22 10.0 6.7 7.3 10.0
1993 6.9 10.8 2.5 11.3 8.0 398 104
1994 36.1 9.6 29 11.9 8.5 10.7 8.7
1995 5.6 8.6 3.2 11.3 8.2 11.3 8.7
1996 54 8.8 34 11.8 9.0 11.3 8.1
1997 49 84 34 11.7 9.9 114 1.0
1998 45 1.7 41 11.2 9.3 11.5 6.3
1999 42 7.0 47 10.5 385 11.0 6.0
2000 4.0 6.1 48 9.1 7.8 10.2 5.5
2001 47 6.5 5.1 8.4 7.9 9.2 5.1
2002 5.8 7.0 54 9.0 8.6 8.7 52
2003 6.0 6.9 53 9.6 9.3 85 5.0
2004 5.5 6.4 48 9.8 10.3 81 48
2005 5.1 6.0 45 10.1 311.2 78 48
2006 46 | s JEORTO E OO IR
2005:1 53 6.2 4.6 10.0 114 19 47

Il 5.1 6.0 44 10.2 114 18 48

1l 5.0 6.0 44 10.3 112 1.7 48

I\ 5.0 58 45 10.0 10.9 16 5.1
2006: | 47 5.7 43 9.9 10.9 7.3 53

Il 47 5.5 4.1 9.5 10.5 7.0 5.5

I 47 5.6 42 9.2 10.1 6.9 5.6

I\ A5 | JUOTT IR JROS I

Manufacturing hourly compensation in U.S. dollars (Index, 1992=100) 4

1980 55.9 49.5 328 46.5 46.1 438 47.1
1981 61.6 54.7 36.0 422 39.3 39.1 475
1982 67.2 60.2 335 415 38.8 384 452
1983 69.3 64.4 36.1 40.1 38.6 39.4 419
1984 71.6 64.8 37.1 385 36.3 39.1 39.8
1985 75.3 64.0 385 40.4 37.2 40.7 423
1986 78.8 63.8 57.1 55.1 52.4 54.4 52.0
1987 81.3 68.4 68.2 67.1 66.0 66.0 64.5
1988 84.1 76.5 18.4 70.4 70.4 70.6 74.8
1989 86.6 84.5 174 69.4 69.1 12.7 73.5
1990 90.5 91.6 79.2 86.0 86.4 90.1 89.6
1991 100.2 90.9 88.0 86.0 93.5 99.9
1992 100.0 100.0 100.0 100.0 100.0 100.0 100.0
1993 102.0 95.6 117.2 97.5 100.2 82.8 87.7
1994 105.3 91.9 129.9 103.1 106.9 82.1 90.8
1995 107.3 93.7 146.1 117.5 127.6 84.7 95.2
1996 109.3 95.2 127.2 116.4 127.2 95.8 94.5
1997 112.2 97.5 118.1 105.4 112.5 89.8 102.8
1998 118.8 94.3 111.9 105.1 112.5 87.5 112.6
1999 123.4 94.9 128.8 104.0 1103 85.1 116.6
2000 134.7 96.8 135.1 94.6 100.5 75.6 1154
2001 137.9 95.7 121.4 94.4 100.5 76.0 1141
2002 147.8 97.1 118.6 104.8 108.8 82.3 126.0
2003 158.2 112.6 125.3 129.2 133.1 101.3 1433
2004 161.4 122.2 135.0 1453 147.0 114.9 168.3
2005 168.8 137.9 1347 149.3 149.7 1185 1743

IPrior to 1991 data are for West Germany only.

2Civilian unemployment rates, approximating U.S. concepts. Quarterly data for Japan, France, Germany, and Italy should be viewed as less

precise indicators of unemployment under U.S. concepts than the annual data
3There are breaks in the series for France (1982 and 1990), Germany (

1983, 1991, 1999 and 2005), Italy (1986, 1991 and 1993), and

United States (1990 and 1994). For details on break in series in 1990 and 1994 for United States, see footnote 5, Table B-35. For details on
break in series for other countries, see U.S. Department of Labor Comparative Civilian Labor Force Statistics, Ten Countries: 1960-2005, Oc-

tober 19, 2006

4Hourly compensation in manufacturing, U.S. dollar basis; data relate to all employed persons (employees and self-employed workers).
For details on manufacturing hourly compensation, see U.S. Department of Labor /nternational Comparisons of Manutacturing Productivity

and Unit Labor Cost Trends, 2005, September 26, 2006.
Source: Department of Labor, Bureau of Labor Statistics.
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TABLE B—110.—Foreign exchange rates, 1985-2006

[Foreign currency units per U.S. dollar, except as noted; certified noon buying rates in New York]

; China EMU ; South Switzer- | United
’ Australia | Canada ' German Japan Mexico Sweden :
Period 2 P.R. Members Y Korea an Kingdom
(dollan)® | (dollar) | (yian) | (euro)12 | (Mark) e | (peso) | yony | (Krona) | rane) | (pound)?
March 1973 .. | 1.2716 | 0.9967 | 2.2401 | .............. 2.8132 | 261.90 0.013 | 398.85| 4.4294| 32171 24724
0.7003 | 1.3659 | 2.9434 29420 | 23847 0.257 | 872.45| 86032 | 2.4552 1.2974
0.6709 | 1.3896 | 3.4616 2.1705 | 168.35 0612 | 884.60 | 7.1273 | 1.7979 1.4677
0.7014 | 1.3259 | 3.7314 1.7981 144.60 1378 | 826.16 | 6.3469 | 1.4918 1.6398
0.7841 1.2306 | 3.7314 1.7570 | 12817 2273 | 73452 | 6.1370 | 1.4643 1.7813
0.7919 | 1.1842 | 3.7673 1.8808 | 138.07 2461 | 674.13| 6.4559 | 1.6369 1.6382
0.7807 | 1.1668 | 4.7921 1.6166 | 145.00 2813 | 710.64 | 5.9231 1.3901 1.7841
0.7787 | 1.1460 | 5.3337 1.6610 | 134.59 3.018 | 73673 | 6.0521 1.4356 1.7674
0.7352 | 1.2085 | 5.5206 1.5618 | 126.78 3.095| 784.66| 58258 | 1.4064 1.7663
0.6799 | 1.2902 | 5.7795 1.6545 | 111.08 3116 | 805.75| 7.7956 | 1.4781 1.5016
0.7316 | 1.3664 | 8.6397 1.6216 | 102.18 3385 | 806.93| 7.7161 1.3667 1.5319
0.7407 | 1.3725 | 8.3700 14321 93.96 6.447 | 772.69 | 7.1406 | 1.1812 1.5785
0.7828 | 1.3638 | 8.3389 1.5049 | 108.78 7.600 | 805.00 | 6.7082 | 1.2361 1.5607
0.7437 | 1.3849 | 8.3193 1.7348 | 121.06 7918 | 953.19| 7.6446 | 14514 1.6376
0.6291 1.4836 | 8.3008 1.7597 | 130.99 9.152 | 1,400.40 | 7.9522 | 1.4506 1.6573
0.6454 | 1.4858 | 8.2783 . .| 11373 9.553 | 1,189.84 | 8.2740 | 1.5045 1.6172
0.5815| 1.4855| 8.2784 | 0.9232 107.80 9459 | 1,130.90 | 9.1735| 1.6904 1.5156
0.5169 | 1.5487 | 8.2770 | 0.8952 121.57 9337 | 1,292.02 | 10.3425 | 1.6891 1.4396
0.5437 | 1.5704 | 82771 | 0.9454 125.22 9.663 | 1,250.31 | 9.7233 |  1.5567 1.5025
0.6524 | 1.4008 | 8.2772 | 1.1321 11594 | 10793 | 1,192.08 | 8.0787 | 1.3450 1.6347
0.7365 | 13017 | 8.2768 | 1.2438 108.15 | 11290 | 1,14524 | 7.3480 | 1.2428 1.8330
0.7627 | 1.2115| 81936 | 1.2449 110.11 10.894 | 1,023.75 | 74710 | 1.2459 1.8204
0.7535 | 1.1340| 7.9723 | 1.2563 116.31 10.906 | 95432 | 73718 | 1.2532 1.8434
0.7779 | 1.2262 | 8.2765| 13112 104.54 | 11184 | 1,022.22 | 6.9225| 1.1817 1.8911
0.7689 | 1.2438 | 8.2765| 1.2591 107.53 | 10967 | 1,008.19 | 7.3190 | 1.2270 1.8560
0.7598 | 1.2014 | 8.1367 | 1.2196 11124 | 10715 | 1,029.01 | 7.6788 | 1.2742 1.7847
0.7437 | 1.1733 | 8.0829 | 1.1890 117.28 | 10710 | 1,036.11 | 7.9699 | 1.3015 1.7486
0.7389 | 1.1547 | 8.0498 | 1.2033 116.88 | 10.601 | 97539 | 7.7689 | 1.2961 1.7532
0.7472 | 11219 | 8.0104 | 1.2576 11439 | 11182 | 949.18 | 7.3938 | 1.2435 1.8286
0.7572 | 11211 | 7.9654 | 1.2741 116.28 | 10945 | 954.98 | 7.2435| 1.2380 1.8751
0.7707 | 1.1390 | 7.8626 | 1.2898 | ... .| 11776 | 10.885| 937.83 | 7.0821 1.2356 1.9166
Trade-weighted value of the U.S. dollar
Nominal Real”
] - Major cur- ] : Major cur- ]

G-10 index Broad index et OITP index Broad index et OITP index

(March R (January . ren(cl\llle:ré?ldex (January . (March . ren(cl\llle:ré?ldex (March .

1973=100) 1997=100) 1973=100) 5 1997=100) 1973=100) 1973=100) 5 1973=100)
67.16 133.55 13.14 122.64 122.18 12418
62.35 109.77 16.49 107.27 99.82 128.65
60.42 97.16 19.92 98.55 89.31 125.98
60.92 90.43 24.07 92.01 84.28 115.13
66.90 94.29 29.61 93.74 88.61 109.69
7141 89.91 40.10 91.22 85.24 109.35
74.35 88.59 16.69 89.82 83.74 108.45
76.91 87.00 53.13 87.93 82.61 104.85
83.78 89.90 63.37 89.32 85.86 102.37
90.87 88.43 80.54 89.16 85.51 102.44
92.65 83.41 92.51 86.72 81.63 102.51
97.46 87.25 98.24 88.73 86.56 99.51
104.43 93.93 104.64 93.46 93.87 100.56
115.89 98.45 125.89 101.45 98.96 113.74
116.04 96.89 129.20 100.83 98.72 112.45
119.45 101.58 129.84 104.70 105.38 112.63
125.93 107.67 13591 110.72 112.86 117.15
126.67 105.99 140.36 110.87 111.23 119.61
119.11 92.99 143.52 104.15 98.11 121.20
113.63 85.37 143.38 99.52 91.11 119.86
110.71 83.71 138.89 97.88 90.91 116.16
108.52 82.46 135.38 96.70 90.81 113.42
109.40 81.21 139.95 95.79 87.34 115.95
110.70 83.49 139.23 97.88 90.53 116.68
110.97 84.46 138.22 98.73 92.16 116.53
111.76 85.68 138.11 99.10 93.61 115.51
110.24 84.79 135.78 97.59 92.75 112.98
108.50 81.95 136.26 97.33 90.66 115.17
107.96 81.55 135.55 97.01 90.40 114.71
107.37 81.59 133.97 94.87 89.42 110.81

TEuropean Economic and Monetary Union members include Austria, Belgium, Finland, France, Germany, Greece, Ireland, Italy, Luxembourg,
Netherlands, Portugal, Spain, and beginning in 2007, Slovenia.

2U.S. dollars per foreign currency unit.

3G-10 index discontinued after December 1998.

4Weighted average of the foreign exchange value of the dollar against the currencies of a broad group of U.S. trading partners.

5Subset of the broad index. Includes currencies of the euro area, Australia, Canada, Japan, Sweden, Switzerland, and the United Kingdom.

6Subset of the broad index. Includes other important U.S. trading partners (OITP) whose currencies are not heavily traded outside their

home markets.

7Adjusted for changes in consumer price indexes for the United States and other countries.
Source: Board of Governors of the Federal Reserve System.
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TABLE B—111.—International reserves, selected years, 1962—2006

[Millions of SDRs; end of period]

2006
Area and country 1962 1972 1982 1992 2002 2005
Oct Nov

All COUNETIES oo | 62,851 | 146,658 | 361,239 | 752,566 | 1,889,853 | 2,999,925| 3,317,229 | 3,334,034

Industrial countries ! ..........ccccoovevvvivinnennenns 53,502 | 113,362 | 214,025| 424229 757511 959,256 969,885 966,003

United States . 17,220 12,112 29,918| 52,995| 59,160 46,994 46,008 46,071

Canada .......... 2,561 5,572 3,439 8,662 27,225 23,066 24,041 24,151
Euro area:

Austria ... 1,081 2,505 5,544 9,703 7,480 5,125 5,501 5,607

Belgium .. 1,753 3,564 4757 10,914 9,010 6,022 5,755 6,070

Finland 237 664 1,420 3,862 6,885 7,416 4413 4433

France 4049 9224 17,850 22,522 24,268 22,597 29,167 28,799

Germany . 6,958 | 21,908| 43,909| 69,489| 41516 35,440 32,383 31,944

Greece 287 950 916 3,606 6,083 476 513 700

Ireland 359 1,038 2,390 2,514 3,989 551 467 504

Italy ... 4068 5,605 15108 221438| 23798 20,611 20,086 20,635

Luxembourg 114 171 148 147

Netherlands 1,943 4,407 10,723 17,492 7,993 7,069 7,469 7,219

Portugal . 680 2,129 1,179 14474 8,889 2,904 1,772 1,675

Spain 1,045 45618 7450 33640 25992 7,286 7,631 7,653

Australia . 1,168 5,656 6,053 8,429 15,307 29,434 32,890 33,037

Japan ... 2,021 16,916| 22,001 52,937 | 340,088 584,568 589,156 585,209

New Zeala 251 767 577 2,239 , 6,22. 8,596 8,541

Denmark . 256 787 2,111 8,090 19,924 23,115 20,257 20,722

Iceland 32 78 133 364 326 727 680 877

Norway ... 304 1,220 6,273 8725 23579 32,874 36,307 35,128

San Marin 135 288 | i | e

Sweden 802 1,453 3,397 16,667 12,807 15,645 15,543 16,044

Switzerland . 2919 6,961 16,930 27,100| 31,693 26,847 26,174 25,797

United Kingdom . 3,308| 5201 11904 | 27.300| 27,973 27,264 27,947 28,282

Developing countries: Total?2 .. 9,349 | 33,295| 147,213 328,337|1,132,343| 2,040,669| 2,347,344 | 2,368,031

By area:

Africa . 2,110 3,962 7,737 13,044 54,011 113,205 142,266 144,844

i 2,772 8,130 44,490| 190,363| 719,917| 1,306,583| 1,468,142| 1,476,216

10,733 15,441 214,815 575,454 '684.443 690,069

512 1,087 4213 45841 50,174 92,704 109.404 111,928

169 485 2,556 12,463 89,272 147,166 155,002 155,338

381 2,680 5,359 16,006 | 140,924 302,163 380,203 392,731

32,840 123,499 179,463 186,797

Middle East 1,805 9436| 64,039 44,149| 98645 139,392 156,611 152,407

Western Hemisphere 2,282| 9,089| 25563 64.774| 118846 179,327 200,123 201,832

Memo:
Oil-exporting countries . 2,030 995 | 67,108| 46,144| 110,079 186,921 224,269 222,724
Non-oil developing countries 2 7319 23,339 80,105| 282,193|1,022,264| 1853748 2,123,076 2,145,307

1Inl:ludes data for Luxembourg 1962-92. Includes data for European Central Bank (ECB) beginning 1999. Detail does not add to totals

sho
?Includes data for Taiwan Province of China.

Note.—International reserves is comprised of monetary authorities’ holdings of gold (at SDR 35 per ounce), special drawing rights (SDRs),
reserve positions in the International Monetary Fund, and foreign exchange
dollars per SDR (end of period) are: 1962—1.0
October 2006— 1.48004; and November 2006—1.50773.

Source: International Monetary Fund, /nternational Financial Statistics.

000; 1972— 108571 1982—1.10311; 1992—1.37500; 2002—1.3595; 2005—1.4293;
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TABLE B—112.—Growth rates in real gross domestic product, 1988—20006
[Percent change]

1988-97
Area and country annual 1998 1999 2000 2001 2002 2003 2004 2005 | 2006!
average
World 34 28 3.7 49 2.6 3.1 4.1 53 49 5.1
Advanced economies ... 2.9 26 35 39 1.2 15 1.9 3.2 2.6 3.1
Of which:
United States .. 3.0 42 45 3.7 8 1.6 2.5 39 32 34
Japan ... 2.9 -18 -2 29 4 1 1.8 23 2.6 2.7
United Kingdom .. 2.2 33 3.0 3.8 24 2.1 2.7 33 1.9 2.7
Canada ............ 2.2 41 55 5.2 1.8 29 18 33 2.9 3.1
Euro area 2.8 3.0 3.9 1.9 9 8 21 1.3 24
Germany . 2.7 2.0 1.9 3.1 1.2 * -2 1.2 9 2.0
France 1.9 33 3.0 4.0 1.8 11 11 2.0 1.2 24
Italy 1.9 14 1.9 3.6 1.8 3 * 11 * 1.5
Spain . 2.9 45 47 5.0 35 2.7 3.0 3.1 34 34
Netherlands 2.9 43 4.0 35 14 1 3 2.0 1.5 29
Belgium .. 2.6 1.9 3.1 3.7 1.2 1.5 9 24 1.5 2.7
Austria 2.5 36 33 34 8 9 11 24 2.0 2.8
Finland 1.6 52 39 5.0 2.6 1.6 1.8 3.5 2.9 35
Greece 2.0 34 34 45 5.1 3.8 48 47 3.7 3.7
Portugal .. 3.7 18 39 3.9 2.0 8 -1.1 1.2 4 1.2
Ireland ... 59 85 10.7 9.2 5.7 6.0 43 43 55 58
Luxembourg 5.1 6.5 8.4 8.4 25 36 2.0 4.2 4.0 4.0
Memorandum:
Major advanced economies? ........... 2.7 2.6 3.1 36 11 1.2 1.8 3.0 24 29
Newly industrialized Asian econo-
MIES3 it seeiinnes 13 24 74 79 11 53 32 5.9 45 49
Other emerging market and developing
COUNETIES ooveeveeveeeervceeeesreeseenne 41 3.0 41 6.1 44 5.1 6.7 1.7 14 13
Regional groups:
Africa 2.3 2.8 2.7 3.1 42 3.6 46 55 54 5.4
Central and eastern Europe 9 29 7 5.1 3 45 47 6.5 5.4 53
Commonwealth of
Independent States* =34 52 9.0 6.3 53 79 84 6.5 6.8
Russia -53 6.4 10.0 5.1 47 7.3 12 6.4 6.5
loping Asia 19 42 6.2 7.0 6.1 1.0 8.4 838 9.0 8.7
China . 9.9 18 7.1 8.4 8.3 9.1 10.0 10.1 10.2 10.0
India 6.0 59 6.9 53 11 43 1.2 8.0 8.5 83
Middle East 4.0 3.7 1.8 53 3.0 41 6.4 55 5.7 5.8
Western Hemisphere 29 23 5 39 5 1 2.2 5.7 43 48
Brazil . 2.0 1 8 44 1.3 1.9 5 49 2.3 3.6
Mexico 3.0 5.0 38 6.6 * 8 14 42 3.0 4.0

LAIl figures are forecasts as published by the International Monetary Fund.

2Includes Canada, France, Germany, Italy, Japan, United Kingdom, and United States. ) ) )

3Includes Hong Kong SAR (Special Administrative Region of China), Korea, Singapore, and Taiwan Province of China.
_“*Includes Mongolia, which is not a member of the Commonwealth of Independent States, but is included for reasons of geography and
similarities in economic structure.

*Figure is zero or negligible.

Note.—For details on data shown in this table, see World Economic Outlook published semiannually by the International Monetary Fund.
Sources: Department of Commerce (Bureau of Economic Analysis) and International Monetary Fund.
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